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Cepital construction in the Coviet

a vast scale.

The construction begun in The prewar years
oi the national econory, Tirst T all in heuvy indu
cersary orecondition Ior tne construction of socialil
enu the creation of the uuterisl poscivilities which
econouis victory oi the ioviet Union in the wor aocinst fiitlerive

Gernany.

The po:twas neriod ik veen characieiiscd
scope of capital consbruction 5ix thousund L
enterprices vere sullt in the
More thian
the § postunz yearc oetveed
1 oI houzing cCplce vere Cudly
<he Jirst anc cecond {ive-year plans.

fbout 220 millior caq L OF housin, space hove oeern reviored and vullt
during the postwar - ir towns and settlieunexnts alone. Thec capi-
tal works complicte: o)) rione exceedéed those oi the entire Sec-

ond Five-Year Plaxn.

The prescit b il SR c-clopment of capital congtruction
is the direct resull ol the [ 100 of building communism in the

USSR. The creetion o & ma -1 -industrial base of caemunisu calls

for the continued forced development of the heavy industryj this re-

quires enormous capital investnments.

By far the iargest port of capital construction iin the USSR

35 carried out un er the statewide pien of the natiomal econaaic
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development. The theory and practice of socialist construction have
evolved ihe baslc principles of the state planning ol capital works
in the national economy &8 & vhole, as well as in its various

branches.

Thic work is devoted to a briel outline of the methods of
planning capital works in the national econory ol the USSR as a

whole.

CEAPIER I. THE MEANING OF THE CAPITAL VORK. PLAX
AID T¥S PLACE IN THE STATE PLAK

FOR HATIONAL ECONQMIC DEVELOPMENT

Planning capital works (or capital investnents) neuns
plenning tne expanded socialist reproduction of th: Dbas

funus o the national economy .

The place and significance of the capital works plan are
determined by the exclusive role 0. the growth and pe.rfection of
the vasic Tunds, particularly ihe pasic industrial funds, in thoe
systenmatic ana proportional developizent of the entire national

econony .

Basic production funds represent implemenis oi laoor as
dictipguishe: from objects o ilabor. basic production funds are

the products of labor used for production purposes out, unlike

working capital or ovjects of labor (which are entirely consuned

in production), wear oat gradually ard therefore continue to par-
ticipate in the production process while retaining their natural
form. The cost of the basic funds is ad:ed to the cost of produc=-
tion gradually, in proportion to their depreciation. The basic

production funds consist first of machines as well as industrial
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buildings an ingtelliations, instrauests ang stocks (except inex-
and working

5 T LT ot
rensive and Leudwralle cucs),

an. productive 1

Nonproductive oasic iunds alc ¢ of durapble stocks
DUt these are of a nonpreductive nature and a-~e wed for consump-
tion houses, Luildings, and installations such ws schools, hose

U0, LUSSWAS, eUC &B Weil wo their eoulpuent .

“aon and nonproducti.e
werials, maverials,; and fuel stocks oI cossumer goods and the
household properiy of <i opulution. The vesic funds constitute

the usjor cnd largest part oi the coudined totul of matericl irealtlh.

snificance of vasic sapitel, sarticuiarly basic pro-
suction fund:z, so veyond thelr reismtie
property. The »roGuctr (00US 48 & WuOle ~- cOTh the iaplements and
oojects of labor =-- represent the necessary material prerequisite
for productive activiy) The significence of the pienents of
labor and onjects oI istor, novwever, is not ihe saue.
knows,” J. V. Staiin wrote, “thut raw material caanot vy itselr
produce the inmplements of proiuction, although certein types of
raw naterial are required for producing such implements, while no

Tav meterisl can oe pro.uced witiout the implements of production”

(3. V. Stalin, Bconomicheskiye problemy sotsiaiizms USSR {Econauic

Problems of Soclalism in the USSR/, 1953, Gospolitizdat. page Sh).

One of the peculiasriiies of production is itual its changes
and development are slwayr deternined by the changes and develop=

ment of the implements of production. The Planning of the
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development of productive forces therefore means, first, the plan-
ning of the expansion and perfection of the vasic production funds

and their core, the production implements.

he material baese for the expansion of the reproduction of
basic capitel (metals, machinery and production equipment, timber

an. wmineral construction materials), as well as the power base for

he cperation of the basic funds (fuel, electric pover) comprise

the heavy industry branches. Precisely for this reason heavy in-
Gustry plays & leanding part in the national econony . The prefer=-
ential developient of heavy industry secures the expanued reprogdiuce
tion of thLe basic capital and¢ its fuel-snu-power base in every

branch of the naticnel econony or the vasis of advanced technoloyy.

The wmost important ihe vasic capitel, nachines and
production eguipment, i: sy neavy ingusiry «s a tinished
prociucy. But in most L2 exploitatiorn is impossivle with-
out the use of bulidings, installations, roacds, etc. Not only the
mechines that nave to be mscemople. but even cuch products of the
machine-tuilding industry as automobiles, locamotives, and rail-
way cars require the use of roads, garages, depots, etc, for their
exploitation. Heavy industry produces ouilding materials, parts,
and finisihed camponents for the construction of buildings and in-
stallations. But actual construction apd assembly work is carried
out by & special branch of the national economy, the construction
industry. In the great majority of cases the material base of the
basic cepital, which is a product of several hecvy industry branches
cannot be turned into operaiive basic capital without coastruction

and assembly work.
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Participating also in the expanded reproduction of basic
capital is agricuitwe (perennicl plentations, livestock reproduc-
transportation & TAun n to the extent to

+5- 1

wvhich %iey contribute to the reproduction of ovas capital.
N

The expunded reproduction of
new and relesigned basic stocks nobt onl
uszble oub ailso iucreuse lid
expanded reproduction of
vair uvork 1o ¢
canital under exp Heavy industry cexrves

vepuir work, wut the work itself is carried out partly

by the construction indusiry nad partly by the respective enter-

prises themselves.

Soveral industrics are thus the jmmediate participents in
the erpanded reproduction of basic capitals Tirst, heavy industry
which produces the wmost irportunt part of tiat capital: wachines,
equipment, wechanisus, and even construction nateriulss next caues
the construction industry widcw iuplements the expenced repro.uc-
tion of builcings and inctallations and the assembly of equipment;
agriculture's part in it is the planting of perennial plantations
end the increase in livestock herdsj transportation and co.munica-

+ion contridbute vo the reproduction of vasic capitil.

The capital repairs aspect of the repro.uction of basic
capital is carried out by all the enterprices of the pnational

econamy .

Expressed in monetary terms, the entire work volume in the

rational economy designed to expand the reproduction of basic capital

consists of capital works (or cspital investments) and capitsi repairs.

-5 =
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Capital repairs used to be part of the capitel repairs plan.

It was later found necessary, LOWeVer, to separate the capitel re-
£ basic cepltal,

and that practice was introduced in 1938. The medin reason for that
was that the capital repairs of vesic production stocks usuwally in-
terrupt their operation for a certain time and therefore also a core-
responding reduction in the enterprise's production possibilities.
This incuced certain incustrial managers to improve their production
iniexec by overloading the working equipment and unseasonable re-
pair work. To enhance the responsibility of the management for
tirzely and high-quelity cupitel repairs, it was found necessary to
allocate special funds for that purpose. Besides, the earmarking
of speciasl capital repair funds is slso necessary to keep the new
construction and repair work from interfering vith the efficient

oper.tion of the bausic capital under exploitation.

Under the system in use since 193¢, & certain part of the
amortvizaiion fund, kept on & special account in the State Bank, is
used for capital repairs on the vasic stocks of all self -supporting
enverprises and organizations. The enterprise is not alloved to
spend that part of the amortization fund on anything except capl-

tal repairs of 1its basic stocks.

The significance of the propexr utilization of cepital repair
funds has now been enhanced because since 1G54 the indcxes of the
state plan for the development of the national econaomy no longer
reflect the specific tasks of the ministries in regard to the
volunme of capital repairs of their basic stocks as well as the
capital repairs of very important objects. Thus the planning of

the capital repairs of the vasic stocks is mow up to the ministries

-6 -
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themselves. State control over the timely implementation or capi~
tal repairs is, of course, siill ip force. This control is exer-
cised by checking the accumulation, and particularly the timely
and proper utilization, of the special funds for capital repair

purposes .

The deductions Ifram the amortization funds for capital re-
peir purposee are nol the saue in all uvranches of the national
econamy. The differential deduction noxms credited to the specisl
account i1n the Stele Bunk represent certain percentuges of the

amortization funds. The average deductions for capital repairs

amount to about 1/2 the awortizution fund. In certain cases the

oosolescence of the vasic capital and correspon.ing chences nade

in the deductions o capital repairs must be considered.

The rest of the amortization funé ies credited to ihe gemersl
income oi the economic organizations and serves as a source Tor
capital construction. Strictly speaking, the p:.rt oi' the capital
construction of new and redesigne: objects financed vy amortiza-
tion funds cannot be considered an accretion ol basic capital. At
present, however, the actual amount of basic capital made unusaole
every year in the USSR's national economy is smaller than the amor-
tization fund minus its portion designed for capital repairs. In
viewv of this, a certain part of the umortization funds actually
serves as a source for the expanded reproduction of basic capital
under the existing deduction norms. This is explained by the rela-
tively large share of new basic capital and the rapid process of

reneving the basic capital in the USSR.

Due to the wide scope of capital construction, the capital

investments in the USSR are several times higher than the costs of

-7 -
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rzapital repairs; the capital investments now exceed the costz of

capital repairs by approximately 7-8 times.
Thuss

1. The volume of capital works (capital inveatments) is
the kotal monetary exprecscion of the volume of the basic capital
reproduced during & given period that does not take into account

the reimbursement for purtianl depreciation (capital repairs).
&

2. The accumulated pert of the national incoume and a cer=-
tain part of the amortization funcs for bHasic capital serve as a

source for caopital works.

The capital works plan 1s an
economic piun. It 1s subordinated to the same general objective
as is the entire national economic plan. That objective is de-
fined by the fundesmental economic law of soclalism: the maximu:
satisfaction of the constently growing material and cultural needs
of the whole society through the continuous expansion and perfce-

tion of soclalist production on the dasls of the latest tecinology.

As regards the capital works plan, this general task becomes
concrete in the specific tasks which reflect the peculiar charac-

teristics of that particular part of the national econcmic plan &and

characterize KP [ﬁ&mmunisticheskaya Partiya] policy on capital in=-

vestments.

First of all, the capital vorks plan must insure the contin-
uous increase in the basic production stocks st e high tempo. This
is & necessary precondition for meeting the requirements of the
fundamental economic law of socialism vhich calls for the comtinuous

expansion of every braach of socialist production. Contingent upon

-8 =
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it 1e the solution of the basic econamic problem of the USSR posed

by the CP -~ to outstrip the wajor capitalist countries in the per
capita production of the most important types of industrial cormodi-

ties.

The rapid increase in the basic capital stocks calls for a
correspondingly large share of the surplus accumulation in the na-
tional economy since the accumulation of basic stocke plays a major
part in the total surplus accumulation of national weelth. Tae
large relative weight of surplus accumulation, in turn, depends on
the commodity structure of materiai production and on the relative
share of the production of producer goods in the national product.
With the exception of a relatively small accretion oi' consumer goods
stocks, the major part of the accumul:zted surpluses consists of in-
creased basic capital and raw material and fuel stocks. The in-
crease in unproductive basic capital is also made poscible by the
production of the first subdivision. For this reason, the prefer-
ential development of the production of producer goods, particularly
of heavy industry, is the basis for the successful solution of the
problem of increasing the expansion rate of dasic capital under the

capital works plen.

The solution of the first problem of the capitzl works plan
depends largely on the correct distrivution or a given volume of
capital investments between construction projects and individual
construction jobs. In regard to the utilization of capital invest-
ments, the CP't policy is to concentrate primarily on the moet im-
portant productive comnstruction projects and objectives. The party
demands that a determined struggle be waged against the dissipation

of funds an numercus objectives. The concentration uf investwments
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in productive and other important construction projects anc objec-
tives is the most important nethod of introducing new production
capacity and basic capital which means increasing the expanded re-

production of basic capital.

The second problem in the plenning of capital works is to
insure the continuous perfection of the pasic capltel stocks in so-

cialist production.

The solution of this problem in capital construction is in
keeping with the requirements of the fundemental economic law of
socialism -- the contipuous perfection of production on the basis
of advanced technoOliofy . The perfection or production results in a
higher productivity of social labvor -- & decisive condition for the
victory of the new, gocielist system. The perfection of the pro-
ductive forces involves all the methods used to econcmize added
an. embodied lzvor in the production of materisl wealth. In a so-
cialict society this is mede possible by constant technical prog-

res3c.

Technical progres: in the national econocmy is attained by
continuous renovation of basic production capital and improvement
in production technology. The maveriel basis for this is the in-

provement of the cammodity output of such branches of the heavy

industry as metallurgy, machine building, construction materials

industry, and the chemicali industry, as well as the corresponding

development of the fuel and power industries.

Thus the first and the second probleme of planning capital
works ere realized by coordinating the plan of capital wvorks with

the plan foxr the development of heavy industry. Under this
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arrengement, the capital works plan -- the plap for the expsnsion

and perfection of vasic capital -- makes certain cleims on the plan
for the development of heavy industry. The necessity for increas-
ing the volume of, and improving the vasic capital calls for appro-

priate changes in the output of the heavy industry.

Thus, for example, the plan for the construction of hydro-
electric power plants calls for a gpecified number and quality of
hydroturbines, hydrogenerators, automation facilities, etc, reguired
for the mentioned power plants. The production of electrical equip-
ment for the hydroelectric plants, in turm, calls for = special as-
sortment of ferrous and nonferrous rolled metal and other heavy in-
dustry products. Of course the tecimical cheracteristics of these
constructions are first determined by possibilities in heavy indus-
try. But in such interdependence, the maximun expansion anc per-
fection of the basic capital copstitutes a task that can be solved

by expanding and perfecting heevy industry.

Moreover it is precisely the new provlems of expanding and
perfecting the basic gtocks of the national economy, &8s expressed
in the capital works plan, that determine heavy industry's decisiaon
on certain problem's of techmical progress. Thus, for example,
the long distance transmission of high-voltage current became the
first item un the heevy industry's agenda precisely because of the
construction of huge hydroelectric power plants. The problem of
developing various new types of agriculturel machines was brought

to the foreground in comnection with the complex mechanization of

)
agricultural wvork and the appropriaste plan for +the development and

perfection of the basic capital in agricultwrsl productiem, stc.
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Outlining a plan for the expandied reproduction of basic
capital, the CP and the govermment are irplementing a policy of
promoting technical progress in every way. Every new plant,
factory, power plant, mine, railroad, machine-tractor station as
well as every expansion and reconstruction of the operating basic
capital must be based on the highest schievenments of Soviet and

foreign technology.

The failure of /era chine~building and other branches
of the heavy indusiry ¥ n step with technicali progress tends
+to slov the expansion and perfection of basic capitel as well as

the development of the entire national economy.

In its decision "On the Problems Relating to the Further
Development of Industry and Technical Progress and the Improvement
of Production Organization," the July plenum of the TeK @sentral'nyy
komitet -- Central Committee/ of the KPSS /Kormunisticheskaya Partiya
Sovetskogo Soyuza -- Cournnist Party USSR/ adopted a militant pro-
grem for the further perfection of the socialist industry. “The
most important task of the KP, Soviet, anc economic organizations
in industry," says the decisicn of the plenum, "is to improve in
every way the technical level of production and insure the imple-
mentation of the national economic plan at the same time." The
rate of technical progress in all branches of industry must be
sharply increased. This i1s attainable on the basis of the elec-
trification, complex mechanization, and autamation of :sraduction
processes, the introduction of nev and highly efficient machines
and apparatuses, the constant improvement of production technology

end the uee of atamic energy for peaceful purposes.
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The CP and the government call for decisive technical prog-
ress in every pranch of the national economy. This applies par-
ticulerly to a high standard of construction projects. Construc-
tion projects should be patterned efter the most advanced models.
They are called upon to prod heavy i{ndustry into continuous tech-
nical improvement, into taking economical anc progressive neasures .
In reality, however, the planning of such projects pot only fails
4o cope with these tasks, put also lags pehind the achieveuments

already made in developing heavy industry.

The July plenun of the TeK KPSS made 1t obligatory "e o « O
provide for the highest possible in-exes, as compared with those of
the advenced Soviet and forelgn enterprises, during the plenning cf

new enterprises snd the expansion of existing ones.”

The third problem in the plenning of capitol works 1s to co-
ordinate the development tempos of productive basic capital in the
various fields of material production 4n such a way as 4o make them
conform to the lavw of the systematic praportional jevelopment of
the national economy. The constant proportionali‘oy among the vari-
aue industries anc the smooth development of the pumerous brenches

of the nationeal economy calls for & definite structure of the new

pasic capital. It is impossible to commiscion @ new power plant,

for example, without also commissioning the enterprises or any
other orgenisations which are expected to be the mejor consumers

of the power produced by that plant.

The necessary large-scale long=-range changea in the indus -
trial structure of socialist productica are achieved mainly by es-
tablishing a proper correlation between the rates of increase in

the productive rasic capital of the varicus industries, that is,

- 13 -
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through e definite apportiomment of capitel construction among the

industries.

Thus, Tor exauple, the most important aspect of techmical
progress, the electrification oi' the national econamy, provides that
the capacity of the power plants exceed the development of the en-
tire national econay. Only thus i= it possible to create the ne-
cesnary prerequisites for the continued extension of electric power
to every production process, und to luprove such production processes

on the vasis oi electiric scver.

Thanks to ihe congictent realizatiaon of the proportional de-

velopment of the national econamy of the USSR, the production of
electric power is considerably greater than the output of the other
industries. The {irures shown below show the correlction between
the rates of increase in the gros: industrial output and in the pro-
duction of electric power:

1540 cam= 1950 cam= 1955 compared

pered to pared to to 1950 (Five-
1928 1940 Year Plen)

Gross output of industry 6.5 times 173% 170%

Electric power production 9.6 times 187% 180%

This faster rate of electric power productiaon ls achieved by
the large-scale constructiom of power planta. About 500 power
plants, not counting small ones, were built and expanied in the

first 4 years of the Fifth Five-Year Plan alone.

The fourth problem in the planning of capital works is a
better geogreaphicel distributicu o nroductive basic capital. That
18 one of the moat effactive methods of saving social labor. Ra-

tionel distribution of prodi~tiin .o inherent only in a socislist

- ll -
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pational econcmy based on the public owmership of the implemen®s

and producer goods.

The KP policy cn the matter of basic capital distribution
reflects the advantages of the socialist system of netional economy
in the sphere of the economic and cultural development of the vari-

ous districts of the country.

The Tollowing policy toward the distribution of production
was adopted by the resolution of the Eighteenth CP Congress on the
Third Five-Year Plan for the development of the national econay

of the USSR (1938-1942),

"The Congress believes that the distribution of the new con-
struction projects under the Third Five-Year Plan in the various
areas of the USSR should be governed by the necessity of getting
the industry closer to the raw material sources and consuning areas
with a view to eliminating the irrational and exceedingly long ‘haul-
ing éistances as well as developing the econocmically backward areas

of the USSR" (KPSS v resolyutsiyakh i pesheniyakh s"ezdov, kon-

ferentsiy i plenumov TsX /Sesolutions and Decisions of the Congresses,

Conferences, and TsK Plenums of the KPSS/, Part 2, seventh edition,
pages 897-895). With this in mind, the KP Congress established a
system under which cammodity production in every econamic district --
and the production of certain iypes of camodities in every republic,
kray and oblast -- would meet the demand for the respective districi,
republic, kray and oblast for particular types of goods. The coung-
ress decided to build in the eastern arees, the Urals, and the Volga
region several duplicate enterprises of the machine-bullding, ofi-
refining, and chemical industries to “prevent the possibility of

misusing the output of certain commodities by the unigue enterprises

-15 -
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(predpriyatiya-unikumy)" (Ibid.). The congress outlined a more
rapid development of capital works in the eastern and far eastern
areas of the USSR, as well as a further economic and cultural de-

velopment of the netional republics and oblasts.

The policy adopted by the Eighteenth XP Congress on the dis-
tribution of capital construction, as well as the congress' defini-
tion of the sizes and types of the constructicn projecis have re-

tained their great importance to this day.

The July plemum of the TsK KPSS (1955) noted a marked im-
provement in the distribution or the industry in the country. While
the output of industrial cormodities in the USSR as a vwhole in 1954
was 2.5 as much as in 1940, the industrial output volume in the
eastern areas showed a 4-fold increase during the sene period. At
the seme time the plenum also pointed out that "the implementation
of the Ninecteentn CP Con;ress directives on the improvement of the
geographical distribution of in-ustrial enterprisec was not satis-
factory.” The plenum called for the elimination of the existing
shortcomings in the distribution of the productive forces and the
improvement of the statewide planning of the distribution of pro-
ductive forces in the country in conformity with the KP directives
on improving the geographical distribution of industrial enterprises,
on locating the industries closer to the ravw material and fuel
sources and consuming ereagj also, on the specialization and complex
development of the economic districts and oo a faster rate of indus-
trial development in the eastern areas of the country. It is neces-~
sary to restrict the further concentration of industrial enterprises
4r several large cities. To tackle the problem of greater special-

{zation and cooperation in industry, the plemum found it necessary
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to create in various districts of the sountry well equipped and

specialized foundries, drop-forging, mitis, ani woodworking plants.

The socilalist distribution of productive forces is effected
chiefly through a sysvemeiic lmprovement in the distribution of new

productive basic capitol in the country.

The improvement in the distribution of productive basic capi-
tal conoli ts, Ddrst of «li, in the cational exploitation of the
natural resources through tlic forced development of new areas.

Hence the close comnection between the solution of +this capiteal

works problen and the achievements in geologica® prospecting .

Further, thoe improvement in the distribution of vaesic capital
means the couplen development of the econcmilc cress and the intro-

duction of an appropriate rational systew of freight hauling.

The distribution of productive iuvrces under socielism aims
to develop the economy and, first of all, t e industry of the na=-
tional republics and backward econamic districts on the veriphery
of the country; the aim of liquicating the heritasge of capitalism,
the econamic inequality of those districts vis-a-vis the industrial-~

ized centers of the country.

The improvement of the distribution of socialist production
should also be guided by the necessity of strengthening the social-

ist fatherland's defense.

The rifth problem of the capital wvorks plan is to ingure the

steady growvth and perfectiom of unproductive basic capital and the
necessary industrial and territorial proporticms in the unproduce
tive sphere.
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The social and cultural measures of the soclalist state play
a vast pert in insuring the meximum satisfaction of the needs of

society. In 2 socialist econowy the capital investuents in the

construction and equipnment of the housing and communal economy,

hospitals, sanatoriums, schodls, theaters, stadlums, etc, are made

according to a state plan and ere financed fram surplus funds.

Only a amall part of the increase in unproductive basic capl-
tal is achieved By the people themselves: +his applies mostly to
i{ndividusl houcing construction., But even in thic respect the state
plan provides for det¥inite measures designed to kelp individual

builders with credits, building materials, etc.

Nor cun the solution of the problem of reproducing unprocduc=
tive basic capital, under the capital works plan, be restricted o
a mere definition of the volume of such cepital. Here, too, the
problem is nov only the expansion but also the perfection of unpro-
ductive basic capitel as well s5 the coordination of basic capital

this particular sphere and in the various ereas vith

duction requirements and consumer needs of the population.
Suffice it to point to the vast importance of the growing housing
and cultural construction not only in meeting the population's
peeds but also in the gystematic enlistment of labor forces for

the newly settled areas, in combatting labor turnover, etc.

Capital works play an important pert in securing the basic
g:;p&tal for defense purposes and in expanding and improving the

vasic stocks designed to gtrengthen the country's defemsive capacity.

The sixth problem of the capital works plan is to reduce the

duration and cost of construction and improve ita quality by indus-~
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problen expresses the KP's policy in construction as an integral

part of ite policy for capital investments.

Although the reproduction of basic capital is carried out
by several industries; in acddition to the construction industry, it
is precleely the construction industry that completes the process
of creating apd introducing new vasic capitel in the national
econory (with the exception of the ordinary acquisitions of equip-
ment that requires no assem‘oling). The construction industry putsc
up buildings and installetions and ascembles equipnment thereby
putting into operation nost of the basic capital. The conatruc-
tion and assembly worlk carried out bY the construction industry
plays a large part in the growing volume of cupital inves tments .
That is why the plan oi the construction industry represents an

i{ntegral part of the general plan of capital investuents.

The plan-specified tasks of developing the construction in-
dustry are designed to help improve continuouely the performance of
canstruction and projects organizations. That improvement is mani'—
feated in the maximum acceleration of construction, the cormission-
ing of new buildings and jnstallations, the post econonical use ox
funds allocated for construction and ascembly work, and the improve-

ment of the quality of comstruction work.

The decision adopted by the TgK KPSS and the Council of
Ministers USSR in August 1955, "Op Measures for Further Industrial-

1zing Comstructionm, the Improvement of 1ts Quality and Reduction of

Costs" offers a broed prograz of raising the construction industry

to the level of the presart-day requirements of communist construc-

tian in the USSR.
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Emphasis should be placed oD the very close connections be-
tween all the problems of the capital works plan. In particular,
the meximum acceleration of construction, the reduction of its cost,
apd raising its quality on the basis of maustrializa‘cion increase
the possibilities for the beet possible solution of g1l proolems in
capital {nvestments. The shorter the construction periods, ‘the
cheaper end petter the congtruction work and the greater the possi-
pilities for the continuous expansion and perfection of the basic
capital and the fixing of the necessary jndustrial anc territorial

'proportions in the reproduction of ovasic capital.

Discussed fbove Voo the airect and immedivte connection be-
tween the various problemns of the capitel works plan relating to
the technical renovation of pesic capital and the development of
heavy industry. In the Tinal analysis, the solution of all the
probvlens connected wvith the capitel works plan depends on the de-
velopment level and structure of heavy industry prvxluction. Hence
the objective necessity of coordinating the development of hesavy
industry with the requirements for the expansion and perfection of

vasic capital in the national economic plan.

The close interconnection petween capitel works and heavy
{ndustry is similar to that existing, for example, petween the as-=
gembly and other major departuents in s machine puilding plant.
The output of the cssembly department depends entirely on the out-

put of such major departments 88 the foundry, forge shop, and me-=

cbhanical department . On the other nand the output of these major

deperiments is determined by the natiomal ecanony's demand for
their cammodities vhich can be completed only by the assc=bly de-

partment .
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It 1s of the utmost importance for taking full account of
the concrete and objective irterdependence of the various branches
of the national ecomomy if the requirements of the law of systematic

and proportionzl development are to be reflected in the plan.

I the capital works Plan reflected the achlevements of
the heavy industry passively it would fail to solve its problems.
Of course the production level of machines, metal, construction
materials, etc, puts the caepital works plen within certain limits,
But in the first place, as far as basic capital is concerned, cepi-
tal works plan determines the expansion rete and structural changes
in the production of the heavy industry itself which is the lurgest
"vasic-capital” industry in the national econamy; secandly, it is
brecisely the production of basic capital, its expansion, perfece
tion, and rational distribution as well as the industrialization
of canstruction that poses certain problems before the neavy ine

dustry and, particularly, machine building.

Hence the enormous importance of the capital works plan in
determining the necessary direction of technical pProgress and in
substantiating the plan for the development of heavy industry as

a whole,

BEmnphasis should be placed on the varticularly important part
of the capital works plan in the realization of the perspective
problems of the development of the nationel economy. While the na-
tional economic requirements in the current year have been met al-
most entirely by the productive basic capital in operation since
the beginning of the year, the further large-scale expansion of
Production, the substantial increase in labor productivity, the
important changes in the proportions among the various industries
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and the achievements in the distributlon of productive forces in

the country, in other words, the tempos znd proportions of the ex-
panded reproduction of the national economy in the coming years de-
pend primarily on the rate of expansion and the changes in the in-
dustries' and territorial shares of the newly acquired basic capi-

tal.

Capital constructieon 1s, by its very moture, of lon_ range
sigaificance. It is not merely e matter of construction oxr the
nunber of large projects under comstruction over a auwuver oOf years.
This, of course, is very important. It requires planning scveral
years ahead; without such planning it would be impossible to se-
cure the proportional expansion of basic capital in verious indus-
tries. But the long renge nature of capltal cconstruction is still
more determined by the fact that basic capital is used for several
years after it had first been put into operation. This raises the

followving problemss

First, the drafting of the capital works plan should teke
into account the requirements of the national econamy in the next
1C to 15 years; hence the necessity for long range general plans

for the development of the national econamy and its major branchesj

Second, the basic capital camissioned according to the plan
should ve properly cambined with the basic capital that has been
functioning at the beginning of the plen period and will for the
moct part be out of commission by the end of the plan periodj hence
the necessity for coordinating the plan for new construction work
with the plan for expanding and rebuilding the existing enterprises
bearing in mind the perspective development of the national economy
in the next 10-15 years.
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The advanteges of socialist production are manifested with
particular force in the successful solution of all the above-listed
problems of the systematic development of capital construction in
the USSR, Clearly revealed in the capital comstruction of the USSR
are the progressive <hanges occurring in the socialist econouy.

The expansion rate and structure of capital investuments in the USSR
reflect an objective basicaliy different from thsi of capitalism and
which governs production; it reflects a basically different method
of attaining that objective, and the nature of the changes in the
industrial, territoriel, and social proportions in the sociali t

national economy.

Capital construction in the USSR is carried on at unprece-
dented tempos. During the First and Second Five-Year Plans the
basic capital in industry showed sn average annual increuse of 22%,
In Tearist Rucsie, even when capital construction waes at its highest
(1865-1913), the average annual increese in basic capital smounted
to only T7.2%. The average annual increese in basic capital in US

industry between the 2 world wars was only k.

Reckoned in present prices, the volume of state capital in-

vestments in the national econamy of the USSR amounted tos in 1329-

1932, 68 billiom rubles; in 1933-1937, 158 billion rublesj and in

the postwar perfod to the end of 1954, over S00 billion rubles.
In 1955, 167.2 billion rubles were appropriated for capital invest-

ments.

The realization of the vast probleme of communist comstruc-
tion calls for a further rapid expansion and improvement < the
basic capital. Speaking to the Eighteenth CP Congress, J. V.

Stalin pointed out that the solution of the basic ecanamic problem

.23 =
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of the USSR, that is exceeding the capitalist per capita production
of the major types of industrial commodities, ". . . requires,
first of all, - strong and indomitable desire to march forward, a
willingness to meke blg sacrifices and large capltal investments

with a view tc expanding our socialist industry in every way" (I, V.

Stalin, Voprosy leninizme L?roblems of Leninism/, eleventh editiom,

1953, page ©618).

The wide scope of capitel construction in the USSR is made
possivle by the high level attained in the development of the heavy
industry, the absence of parasitic consumption in the country and
the resultant large surplus in the nationel income end the sy.-tematic
utilization of funds in keeping with the requirements of the economic

laws of socialism.

About 1/4 of the national income in the Soviet Union has
been used for surplus accumulation voth in the prewar and postwar
periods. In the capitalist countries, on the other hand, despite
the much szmller share of workers' consumption in the natiopal in-
come (about 4O% in the US as cgainst the 75% in the USSR), the sur-
plus accumuletion does not exceed l/ 10 of the national income even
in prosperou: years. In the capitalist countries about 1/2 the na-
tional incame is spent an ihe upkeep of the exploiting closses and
their numerous perasitic servitors and for other unproductive pur-
poses, particularly in education. The part of the national income
uged for surplus accumuletion in the US averaged about 10% in 1919-

1928 and only 2% in 1929-1938.

The greatest advantage of & socialist society is that its
productive relations do not impede the process of the continuous

technicel rencovetion of basic capital. The systematic and rapid

-2k -
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replacement of old techniques by new ones is an incoluble problem

for a capitalist economy.

The capitalist does not go in for the replaceuent of an old
and outdated technology by a mev one unless it brings higher profits.
The capitalict uses a nev machine only if it is cheaper than the
lgbor it displaces. The introduction of new machirec under cepital-
ism ir therefore relatively narrowly confined. It is determined by
the difference betweer the price of the machine and the cost of labor
it displaces. It is not the saving of social labor but a saving on
wages, and higher profits, that makes the use of a new wmechine pro-
fitable for the capitalist. K. Murx wrote thet ". o . the lav of
increagsing labor productivity has no objective ueaning to capital.
Ac Tar es capital is concerned, an increase in labor productivity
does not mean a saving of humen labory all it umeans is that the

amount saved on the cost of current labor 1s greatcr than that of

paet labor. . ." (K. Marx, Kapital, Vol III, 1554, page 273).

The nonopoly stage of capitalism strengthens +he tendcncy
40 hinder technical progress. This does no. mean that under the
domination of monopolies tecnnical progresc halts; it is maintained
by unceasing competition under imperialisz. The tendency to arti-
ficially hinder the renovation of vasic capital, howvever, has in-
creased. The mass freezing of patents on inventious, practiced by
the monopolies, is & patural phenomenon born of the very pature of

imperialism which represents a decadent apd dying capitalism.

Under conditions of public socialist ownexship, in contrast
to a private capitalist econouy, there are no objective L riers to

the replacement of old techniques by nev anes.
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In a socialist society the technical renovation of basic
capital is carried out wherever "it cen save human lavor."” The
criterion for introducing new machinery in sociallst production is
whether it savee social labor on a national scale which may be re-
quired, say, for preducing a certain volume of national income in

one year.

The use of such a criterion for introducing new machinery
creates favorable conditions for speeding up technical progress.
This means, perticularly, the acceleration of so-called "moral" de-
preciation. In a socialist economy, in contrast to a capitalist
econony, there is a possibility for the systematic replacenent of
the old and morally worn out techniques by more acvanced new tech-

niques.

The substitution of new machinery for old machinery can be
successfully realized with due "returns" for the national econamy
only if there is & well thought out coordination of the technical
progress of the various branches of socialist production. This
can be attained, first of all, by the perspective planning of the

national economy and its verious branches.

In a socinlist economy, no enterprise can huve any objective
reasons for fearing the appearance of new equipment at a gimiler
enterprise. Campetition has no place in it. BRew machinery may be
used in one enterprise today and in all the others tomorrow if a

saving on a national scale can thereby be achieved.

The wmost important criterion for the use of new machinery in
a socialist econamy is the national economic effect produced by

such machinery. And this effect itself is determined not only by
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the amount of savings it may produce for the national economy im-
medlately after the introduction of new machinery, but also by the
amount of socisl labor to be saved by the use of the new machinery
over several years to come. In this respect, too, the soclalist
system of eccpomy is radically cifferent from capitalisn arnd fram
81l the preceding economic systems. "pl11 the systems of production
in existence heretofore were geared primarily to the achievenent

of the immediste and most profitabie effects of labor.

. . . Since the capitalists' object of production and ex-
change is immediate profit, their prime consiierations are only
the immediste and direct results" (K. Merx and F. Engels, Izbran=-

nyye proizvedeniye [Selected Works/, Vol II, 1945, pages 81-82).

The objective conditions of a socielist economy create vast
possibilities for the continuous renovation of basic production

capital on the basis of advanced technology .

The fact that certain economic managers still cling to obso~
lete machinery and that shortcamings are sti1ll noted in the planning
and the introduction of new machinery anc in the system of encourag-
ing and stimulating technical progress has nothing to do with the
pature of socialist economy. It merely serves to show the tenacious
pature of routinism and inertness which are incompatible with the
socialist system of economy and against which the KP and Soviet

Govermnment are waging a decisive anu implacable struggle.

The July plenum of the TsK KPSS (1955) pointed out that
*. . . that the major causes of the unsatisfactory introduction of
pew machinery into the national economy are wesk leadership on the
part of the ministries and department chiefs in the matter of master-

ing the exploitation of new machines, mechanisms, instruments, and
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apparatuses and using new types of materials for progressive tech-
nology; conceit and complacency on the part of many high-ranking
industrial leaders, and their loss of a sense of responsibility

for the job at hand."

The advantages of the socialist econcmic system, as compared
to the capitalist system, in the growing rate of cepital construc-
tion and the rapid end continuous improvement and renovation of
basic capital, are also cecisive in predetermining the increasing
rate of material production as a whole, particularly industrial
production. In the past quarter century, the average annual accre-
tion of industriel output in the USSR (not counting the war years)
amounted to 18.2%; in the US, only 2.4%; in England, 3.6%; and in

France, 2.1%.

The advantages of a socialist economy in cepitel construc-
tion are expressed not only in the rate of expansion and the con-
tinuous improvement of the basic capital but also in the direction

of i:apital investments.

In capitalist countries the investments in basic capital are
distributed spontaneously, most of them going into industries ana

areas where the highest profits are expected.

The systematic capital investments in the USSR, made on a
statewide scale, are determined entirely by the fundamental econamic

law of socialiam.

The objective lew of the systematic and proportional develop~
ment of the national economy, functioning under socislism, mekes it
possidle for the leading and planning organizatiocns to use the capi-
tal wvorks plan for establishing the necessary proportions of public
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production conforming to the requirements of the fundamenial eco-
nomic law of soclalism. In the Soviet Union tue capitel invest-
ments in the various sranches of the national econamy are deter-
mined not by the immediate profit to be derive¢ from the particular
branch, importent as that may be, but DY the part such investnents

will play in solving statewide problems.

Thus, for example, in inplementing the Soviet type of indus-
trialization, the KP was guided by the enormous penefits to be
gained in regard to the rate of development of the entlire national
ecopomy .« Although light 1ndustry requires smaller investments,
and profits can be made more easily then in heavy industry, indus-
trialization in the USSR began not with the light industry, as it
did in the capitalist countrics, but Witk neavy indusiry. Other-
wise it would have taken several decades to incdustrialize. "The
CP remembered Lenin's words to the effect that the country's inde-
pendence could not ve defended withou’ heavy industry, and that the
Soviet system could be destroyed without i{t. That is why the KP
USSR rejected the tusual' course of industrialization and began to
{ndustrialize the country by developing heavy {ndustry. The aifrfi-
culties were great but they vere surmountatie. This was greatly
facilitated by the pationalization of 4ndustry and banking which
made it possible to direct the flow of funds to heavy industry”

(J. V. Stalin, Rechi na predvybornykh sobraniyakh izvirateley

Stalinskogo izbiratel'nogo oEruge [Boeeches at the election meet-

ings of the Stalin Pistrict voters of Moscow city/, Gospolitizdat,

1953, pege 19).

The adventages of the sociallist economy 4in distrivuting pro-

ductive forces are no legs sanifest in capital construction.
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The Soviet country fell heir to Tsarist Russia's ugly method
of distriouting production. The economic geography of the country
has undergone a change under the Soviet Govermment. The relative
share of the eastern and pational districts in the output of the
most important types of commodities has been sharply increased.

And this is primarily of great economic importance.

Vast territories with their i{ncalculable natural riches
have now been included in the process of socialist production.
Tsarist Russia actually had only one coal base, the Donets Basin.
No matter how well it might have veen developed, it coul. not pos-
sibly have produced as much coal (even from the viewpoint of its
production limitations alone) as it now produced together with the
Kuznets, Karaganda, Pechora, and other coal vasins. Coal produc-

tion is now approximately 13 times as high as in 1913.

The rational distribution of production means, further, an

enormous saving on freight shipments.

Long-distance freight hauling is still increasing in the
USSR. But the size of the territory in the USSR covered by pro-
duction development shoulé be borne 4n mind. "It may be stated
as certain,” L. M. Kaganovich said, "that if we had failed to
struggle for the proper socialist distribution of productive forces
and the all-round development of the econamy in the republics and
oblasts, our long-distance freight-hauling volume would have been

much greeter than it is today" (L. M. Ksganovich, Rach' na pervoy

gessil Verkhovnogo Soveta SSSR, chetve o 8 Es-peech at the

First Session, Fourth Convocation, of the Supreme Soviet USSR/,
Gospolitizdat, 1954, page 8). The adventages of the soclalist

distrib>ution of production are particularly clearly revealed when
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comparing the hauling distances with the size of the country's ter-

ritory. The US territory is about 1/3 of that of the USSR, but the

average hauling distances are not much longer than in the US: in
1950, the average railroad freight-hsuling distence in the US was

700 km, and in the USSR 722 km.

Despite our achievements we still have many shortcomings.
The volume of long-distance heauling is still large. The mozt im-
portant precondition for reducing long-iistance hauling is the
elimination of shortcomings in the distribution of the country's
productive forces. The correct distribution oi the new enterprises
also facilitates the successful solution of the problems related to
strengthening the USSR's defensive capacity. Th. realization of
the farsighted policy of the KP and government on the distribution
of industry, sgriculture, and transportation in the USSR produced
the great vroduction possibilities in the eastern areas which played
such a decisive part in the material supply of the front and the
rear during the Great Fatherland war. In 1943 the eastern areas
alone produced more cammodities than did the whole of Tsarist Russia
in 1915: 2.3 times as mucia coal, twice as much steel, 1.7 times as
much ferrous rolled metal, 4.l times as much copper, 18.8 times more
zinc, and 59 times as much eai. By the ocutbreak of the Great
Fatherland War grain production in the eastern areas c..ceeded the

output of those areas in Tsarist Russia by 1.5 times.

The colossal past and current achievements in the distribu-
tion of productive forces in the Soviet Union are besed primarily

on the proper distribution of the new comstruction projects.

The Soviet state concentrates in its hands the bulk of the

surplus accunulations, in the form of budget revenues and profits
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of the state enterprises, and distributes them (mostly as capital

investments) among the various branches of the national economy, by

econamic areas and union republics, according to the econonmic and

political requirements of a given period.

It should be emphasized that the socialist system of econcmy
creates the ovbjective advantages not only in regard to the scope
and direction of capital investments but also in regard to thelr

econonical utilization in comstruction.

No capitalist countiry has
development of the comstruction industry as t
Jemocracies. The present seriocus shortcamin
of construction are not necessarily produced by the objective con-
Aitions of socialismj they reflect a still inadequate ability of
certain orgeanizations and officials to make full use of the advan-

tages of a soclalist econamy.

Only under socialism can the enlargement of the construction
crganizatians, their specialization and rational distribution, their
cooperation in the production of construction objects and parts,
and their systematic work load determined by long range development
be carried out on a8 large scale under & well thought out long range
plan which provides for the necessary labor force, materisls, and

finances.

Of particular importance for the gystematic realization of
capital construction, as we have geen, is the continuous coordina-
tion between capital works and the long range development of the
pational economy as & whole. This is impossible under conditions
of capitalism, undsr conditions of campetition and anarchy of pro-

duction. This accounts for the very uneven development of capital

-32 -
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constructicon, against a packground of general cyclical development,
in the capitelist countries. Characteristic in the latter are the
frequent chsnges from a feverish influx of capital into a particuiar
industry or area to a similarly feverish flight of capital from that

industry or area.

In the USSR's national econamy there is not a single in-
dustry, econonic area, or union republic where the voiume of capi-

tal investment in basic capital is not increesed from year to year.

The capital works plan for every year provides for invest~
ments designed not only to produce new basic capital during the plan
year but also for construction projects to be cormissioned in the

future.

The long range plans for the development of & socialist na-
tional econamy, based as they are on an objectively possible and
necessary constant proportional level, represent a departure point
for the systematic stockpiling of facilities in the field of basic

capital reproduction.

"Social procuction,” K. Marx pointed ocut, "will have to be
ugsed as a basis for determining the ccale of long-range operations
which require a labor force and production facilities without pro-
ducing an immediate effect} the scale of these operatiouns will have
to be determined so as not to adversely affect the branches of pro-
duction wvhich not only use a labor force and production implements

perzanently or geveral times a year, but also produce vitally im-

portant camodities and producer goods” (K. Marx, Kapitel, Vol II,
1953, pege 356).
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Under capitalism, capital investments anc construction
projects designed Tfor future use contain the germs of future dis-
proportions inasmuch as they cannot be coordin: ted with the invest-
ments of other capitelists, other areas, €tc, from the point of
view of proportional distribution required for the smooth develop-

ment of social production as & whole.

Under sociallst conditions, on ‘the other nand, it 1s precisely
the long range plans for the nationzl econonic development as 2
whole and their integral part, the long range cepital works plans,
that are used primarily to forestall disproportions in the national
economy end to establish more progressive future proportions in
keeping with the perspective development of production and ad-

vanced tecnhnology .
CHAPTER II. THE CONTENT OF THE CAPITAL WORKS PLAN

The system of indexes of the natioral econamic plan as &
whole is built to reflect all the phases of expanded gsoclalist re-
production and all the most important connections and proportiouns

among the industries, areas, and forms of ownership.

At present the steate plan for the USSR's national econamic
development contains the following targets: (a) the productiam,
distribution, and utilization of the most important types of ma-

terial wealth and gervices expressed in physical and monetary

termsj (b) the training of workers and specialists and the uti-

1ization of lsbor resources in the national economy} and (c) the
accumulation anxi utilization of the income of the state, various

organizations, and the population.
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Such a system of indexes actually amounts to a ramified
system of national econamic indicators. Only the coordination of
a1l indicotors of this system in the natiomal economic plan can re=
flect the requirements of the law of systematic and proportiomal
development. Only the optimum combipation of all indicatars of
this plan, frou the viewpolnt of the scientific aspect of the
econamic-political problems of the plan period, refiects the con-
formity of national econamic planning to the requirements of the

fundamental econamic law of sociallsu.

In view of this, the system of indicators for each section
of the nationel econamic plan is built so as to pernit its camplete
coordination with the other sectioms of the plan on the basis of
tlie economic and political problems of the given plan period. It
is precisely for this reamson that national economic plemning cannot
be restricted to mere vesultant indicators of the development of any
one purticular branch of the econoumy, decisive as they may be. For
example, the output of very important types of industrial commuodi-
ties, in physical terms, is the resultant indicator of the industry,
and is therefore part of the system of indexes for the appropriate
ministries, depurtments, and the councils of ninisters of the union
republice. But these indicators cennot be establishec¢ without an
analysis of the possible and necessary expansions of industry's
production capacity and a vetter utiligation of such capacity; withe-
out an analysis of the expenditure of procuction implements and
lsbor in industry; without an analysis of the changes in uncampleted
production; without an analysis of the distribution of the produc-
tion and consuwmption of industriel comsodities; and without an
analysis of the comnections between group "B" of industrial pro-

duction and comnodity circuiation, etc.

35 =
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This reveals the necessity for computing the number of in-
dicators, most of them not reference indicators nor ones fixed by
directives, but which are of first-rate importance for coordipating
the industrial production program with the other sections of the
national economic plan, namelys indicators of aveilable industrial
production capacities, the norme of utilization of the most im-
portent types of equipment, raw material, fuel, etc, im industry,
industry's gross and commercial commodity output, including "AY
and "B" ccmmodity groups, the production of industrial goods by

econonic areas, and the available foodstuffs and other goods, etc.

The same woy be said also of any other section of the plan
including the capital works plan. The system of indexes of the
capital works plen includes both reference (directive) and calcu-
lated indexes, and the combination of the 2 can be used to sup-
stantiate the cepital works plan and all its connecticns with the

other sections of the national econocmic plan.

What are the major connections between the capital works
plan and the other sections of the national economic plan? These
connections follow from the very essence of the capital works plan
and the problems of the state plan of national econonic develcpment

which are solved with the aid of the capital works plan.

First, the cepital vorks plan serves as a vasis for the lomg
range preduction development plan es far as the accretion of produce-

tive cepacity is concerned; it also serves as a basis for the pro-

duction plan for a glivem year to the extemt that such a plan de-

pends on the new procuction capacities introduced during the given

year.
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Second, the capital works plan serves as a basis for the
expansion of housing construction and communal economy, educationm,

puolic health service and art, as well

defense organizetions.

Third, the capital works plen is used for determining the
distribution of new productive forces by econamic areas and union
repuolics and the complex developrient of their economy, for locating
production closer tn raw material sources end consuning areas, for
the development oi the backward peripheral areas, the liguidation
of irrational and excessive long-distance freight hauling, and the

strengthening of the country's defensive capacity.

The capital works plan, finally, calls for adequate supplies

of labor, material, and financial resources.

In view of thesc very important comnections, the capital

vorks plan is drafted on the besis of the following major indexes.

1. The Generul Upswing in Capital Works Sor Cepital Investments)

The planned volume of capital investments for a yeer, 5 years,
etc, characterizes the increase in the estimated value of all basic
capital in the national economy during the plan period. Lgee Notgf
This represents the over-all increase in basic capital, both in op-

erstion and still uncompleted, expressed in monetary terms.

([Fote] BHere end elsewhere the word "value” is used not in

the strictly theoretical sense of the word since it applies to the

products of labor which, in a gocialist society, have lost their

charscteristice of commodities as suchj it is used in the sense

now popularly applied in plamning and accounting.)

Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81-01043R001000050007-4



Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81-01043R001000050007-4

What is the estimated value used for determining the volume

of capital investmentis?

The estimated value of basic capital or its uncompleted

portions consists of the following coamponent elements: (a) ex-~

penditures according to estimates made on individual construction
projects and portions of them, including the equipment urder con-
struction, according to fixed prices and the cost of installing
the equizment; (b) cost of equipment, requiring no installation,

at fixed prices.

The voiume of capital investments includes certain funds
which, while not increasing the value of basic capital, are con-
nected with its construction. These are the expenditures involved
in the reproduction of basic capitals the cost of training quali-
fied workers for the enterprises under comstruction, the cost of
the manageriel staff of the enterprises under construction, the
cost of relocation (as, for example, in places flooded by water

reservoirs under comstruction), etc.

On the other hand, same of the expenditures connected with
the reproduction of basic capital are not reflected in the capital
investments plan. First to come under this category are the ex-
penditures ou project-research work as well as expenditures in-
volved in expanding stock herd reproduction. In the genersl in-
ventory accounts, however, these expenditures are charged to basic

capitel.

The formation of the estimated values of individual projects
will be discussed below. In the meantime it is important to point

out that the same estimeted value is used for platning the gross

Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81-01043R001000050007-4



Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81-01043R001000050007-4 i |

&

volume of capital investments in both the national economy and its
various branches for seversl years regardless of the changes in

the prices and expenditures on certain types of work.

Thue in the field of capital investiments plenninyg use is
mede of the principle of identical valuese applied, in monetary terms,
to the same objects and their structural camponents of various in-

Gustries over the same number of years.

Here the coupsrable estimated value is used in the same way
as industry uses the comparable estimated cost of commoditiesz ex-
pressed in the wholesale prices of the enterprise (without the
turnover tax) in force as of & certain date. Thuc since 1937 the
estimated cost of construction was determined on the basis of the
1936 prices and after 1947, on the basis of the 1945 prices. Re-~
cently the volume of capital investments has been planned on the
vasis of the estimated values existing since July 1950. The present
changeover to estimated costs is based on the norms and prices

existing on 1 July 1955.

The comparability of different capital investment volumes
of different years is very important. It makes it possible to
enalyze the dynamics of the volume of cspital works and the changes
in its structure; it mskes it possible to compare the volumes of

capltal investments actually made with those of plan investments.

In a broasder sense, the coordination of the capital works
plan with the entire national economic plan is achieved by camparing

the total voiume of cepital investments with the national incame.

It is very important to determine the proper volume of cari-

tal investments in the initial stage of the drafting of the naticnal

-39 =

Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81-01043R001000050007-4



Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81-01043R001000050007-4 1

economic plan. The coordination of the capital works plan with the
rational incame and its structure, however, is not enough for such
determination. To make certain that the plenned volume of capital
investments is practicable, it should be provided with equipment,

construction materials as well as labor force. The volume of capi-
tal investments, however, cannot be directly weighed against the

rmaterial resources allocated for the reproduction of vasic capital

and labor resources. Other indicators are used for that.

2. The Structure of Capital Investments

The Cost Structure of Capital Investments

The following itens are allotted from the planned capituel in-
vestments to meet the nmaterial and labor requirements of the construc-
tion itself: the volume of construction and installetien work, the
cost of equipment and other expenditures. The requirements in raw
materiais and additional cadres of construction workers are deter-
mined not by the entire volure of capital investments but by the

volume of construction and installation work.

Construction work includes the erection, reconmstruction, and
expansian of permanent and temporary buildings and installations
(furnaces, mines, dams, quays, bridges, roads, etc); techmical sani-
tation cousizuction and wiring for electric lightsj the laying of
groundwork and the comstruction of foundations, supporting struc-
tures for equipment, outer brick walls foxr bollers and fwrneaces,
etcj the clearing and preparation of land tracts for planned con-
struction, such as the removal of 0ld buildings, tree felling,
stubbing, drainage work, flattening mounds and filling in hollows
on the land, etcj landscaping and tree planting on the comstruction
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site; reclamation work (irrigation, drainage,etc); planting of
peremnial plants (gardens, vineyards, plantations, nurseries , etc);

canal construction and dredging vork.

Installetion work includes the assembly and installation of
equipment in permanent and temporary projects as well as the test-
Ing of the mentioned installationsj the building of industrial trans-
nission lines which are psrt of the installed equipment, the con-
struction of service platforms and ladders functionaliy connected
with the installation as well as the insulation and painting of

the equipment.

The share of construction and installatfion work in the total
volume of capital investuwents in the natiomal economy aumounts to
about 60%. This shaie, however, fluctuates in different industries
and in different years due to the changes in the nature of construc-

tion, value changes, etc.

Capital investments in equipment consist of investments in
equipment requiring installation and investments in ready-to-use
equipment. The installation of equipment means setting it up on &
foundation or on supports. Such types of equipwent as electric or
stean power machinery, rolling nills, machine tools, overhead cranes >
1lifting cranes, etc, cannot be put into operation before they are

installed.

Ready-to-use equipment is put into operation without any in-
stallation work. This includes locomotives, railwvay cars, ships,
barges, motor vehicles, tractoars, agricultural machinery, cutting

machines, etc.
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The cost of equipment accounts Por more than 1/3 of the total

volume of capital investments.

Other expenditures figuring in the total volume of capital
investments are those incurred in connection with construction work
but wvhich do not increase the value of the busic capital (the cost
of training qualified workers for the enterprises under construc-

tion, etc).

The item "other expenditures"” also used to include those
allotted for research projects and geological prospectiing work. At
present such expenditures are not included in the volume of capital
investments but are included in special accounts in the ctete budget
appropriations. The expenditures on research projects used to be
included in the total volume of capital investments so thut they
might be used to strengthen financial control over the performance
of the projects organizations. But the cost of such research
projects is included in the cost of the basic capital after it has

been put into operation.

The expenditures on geclogical prospecting work cannot be
included in the cost of any one individual project since they apply
to all projects that have ever beem and will be built in that par-
ticular prospected area. Econamically, geological prospecting work
cames under the category of scientific work. On the other hand,
however, it should be bornme in mind that geological prospecting is
determined first by the requirements cf basic capital reproduction
in general and 1ts distribution in particular.

Geological prospecting is included in the total volume of

capital investments to the extent that it directly affects the
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expansion of the basic capital of certain enterprises. This applies
to drilling cperations and prospecting in depth now carried out oy

the oil extracting enterprises.

The estimated cost of individuel projects usually coneists

of 3 integral parts of capital investments.

Allocations for cannhruction and installation work frowm the
total volume of capital investnents make it possible to establish
the necessary proportions between the expansion of construction
end installation work, on tie one hend, and the Increase in the na-
terial resources and lapor pover for construction purposes, OD the
other. Neither the cost of equipment nor the amount of other ex-
penditures has a direct bearing on the required expenditure of ma-
terials and labor in construction. Besides, the allocetions for
construction and installation vork are important for planning the

operations of the construction organizations.

The supply of labor force, cement, lumber, metal, etc, ear-
marked for the construction and instellation plan in the initial
drafting stage of the netional economic plan tends to adjust the
total volume of capital investuents although that volume is co-
ordinoted with the aurplu@ epd of the national income. These ad-
Jjustments facilitate the establisiment of definite limits to capi-

tal investments.

The Ownership Structure of Capital Investwents

The total volume of capital investments in the national econ-
omy consists of: state capital invesime:its vhich are predominant
4n a socialist economyj capital investments by collective farms, in-
dustrial an. other cooperative orgapnizaticns; and, fioally, indi-
vidual cspital investwents (mostly in housing construction).
- k3 -
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The ownersihlp structure of cepital investment is very im-
portant, particularly in the perspective plens, for enalyzing the
development of production relations based oD the various forms of

ownership of the producer goods .

Besides, the cetermination of the volume of siete capital
investments is necessary with a view tc 4ts eventuzsl aistrioution
emong the ministries, departments, and councils of pinisters of the
union repudblics. The pert of the over-all capital works plen based
on government directives or applying to specific areas is fipanced
mostly by state capital investments. This, of course, does not
preclude state control over capital construction in the collective

farm and cooperative gector.

The Industrisl Structure of Capitel Investments

The industrial structure of capitel i{nvestments is very ina-

portent from the point of view of its coordination with major eco-

pomic and political proolens. The basic economic and political
problems of a particuler period predeternine the brenches of the

national econouyy requiring increasling investments in pasic capital.

The changes in the {ndustriel structure of capital invest-
ments are closely tied to the correlation of the rete of expansion

of various industries.

Thus, for example, guring the Fourth Five-Year Plan the top
priority problem of restoring snd developing the heavy industry and
railroad transportation served %o change the industrial structure
of the capital i{nvestments in the pational econxy. According to
the plan, the investumente i{n industry in 1946-1950 smounted to 63%

of the total volume of capital construction as against the Y7 -h8%

- b -
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before the war., In 1946-1950 railrosd transportation accounted for

16% of the capital works plan as against the 12% bhefore ihe war.

In keeping with the KP's general line which is the preferential

development of heavy industry, a large part of state funds is bveing

invested in that industiry as w\ell as in railroad transportation.

During the 1929-1652 period, the following cepital investments wvere
made by the state (as reckoned in today's prices): in heavy indus-
try, G38 billion rubles; transportation, 193 billion rubles; light

industry, 72 billion rubles; and egriculture, S4 bvilliion rubles.

¥Now thut the heavy industry is undergoing continuous forced
developuent, the KP and the goveimment are carrylng out large-scale
measures designed to bring about a radical improvement in agricul-
ture. This called for a considersble increase in the capital in-
vestments in agriculture. The 1955 appropriation for agricultural
expansion amounted to 65.2 billion rubles including 5%.1 billion
rubles frem the state budget. These funds are used to equip agri-
culture with the latest machinery and implements, expand the area
under cultivation by working the virgin and fallow lands, and create

a stable fodder base for the livestock industry.

It 1s precisely throurh the changes in the industrial struc-
ture of capital construction that the most important changes of na-

tional econamic proportiaons are achieved.

Campleted and Uncompleted Capital Investments

The total volume of cepitel works in the national economy
and 1ts various branches is further diviied into completed and un-
campleted capital investments. Completed capital investments are

investments made during a given period in projects going into

- k5 -
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operation in the same period; uncompleted investments are those ap-

plying to projects scheduled to go into operation at a future time.

To establish the proper structure of capital works, accord-
ing to immediate needs, 1t is important not to scetter the funds
used for construction. Completed capital congtruction means cou-
missioning new productive capacities in the same year. The volune
of uncompleted capital investuments, on the other hand, predeter-
mines the future cormissioning of new projects and the material re-
serves for the capital construction requizred for increasing the
productive capacities in the future, within the next years. In
view of this, the concentration of funds on projects to be commis-
sioned and other highly important objects should ve accampanied by
an allocition of sufficient funds for creating & materlal reserve

required for the future development of the national economy.

What, then, is the optimum correlation between campleted
an. uncompleted investments? This correlation cannot be used as
a constant criterion for the national econamy a8 a whole nor for
i{ts various branches. This is how the correlatiaon between campleted
and uncompleted capital investments was formed during the prewar
five-year plans (in billioms of rubles, at the prices of the re-

spective periods):

Second Five-
Year Plan

(1) Uncompleted capital 13.7
investments as of
begiming of five-
yesr plan

(2) Capital iuvestments

(3) Camissioning of
bagic capital
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Third Five-
First Five- Second Five- Year Plan
Year Plan Year Plan (ac planned)

(%) Increase or decrease +12.0 -+ 11l.h - 1.0
in urncampleted in-
vestments (2-3)

{5) Uncompleted capital
investments at end
of five-year plan

(6) Uncoupleted capital
investments at end
of five-year plan
in % of the capitel
investment volume
of the lact year of
the five-year plan
(approximately)

* Including copitul repeirs and above-limit expenditures.

This computation is to sone extent inaccurate scince the capi-
tal investments include expenditures that do not
of basic capital. Such expenditures, however, are not large, and

they may be ignored in this computation.

me figures in the tavle characterize the substantial changes
in the material reserve for capltal construction. £t the end of the
First Five-Year Plan that reserve equalled about 90% of the annual
volume of capital investmenis, while at the beginning of the five-
year plan 1t had amounted to about 35%. That 1s explained by the
peculiar characteristics of the five-year plan which was pivoted
on the comstruction program. It was with a very small stockpile
of materials available at the beginning of the five-year plan that
lerge-scale constructicn got underway throughout the country, par-
ticularly in the heavy industry, and continued to expand from year
to year. Although 1.500 large 4ndustricl enterprises were put into
operation during the First Five-Year Plan, meny enterprises remained

uncompleied by the end of 1932.

- &7 -
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During the Second Five-Year Plan the relative size of the
materisl stockpile was somewnat reduced while ite absolute size
was increased by 1.8 times. This shows that the process of system-
aticelly increasing the annual rete of commissioning new pasic capl-

tal was rormed during that period.

The Third Five-Year Plan even called for a decrease in the
absolute volume of uncompleted capital works by accelerating the
introduction of basic capital through the industrialization of
construction and the struggle against "giant mapia” in comstrIuc-

tion.

An analysis of ncompleted capital investments also requires
a definition ot the extent of completion of the projects under con-

structiom.

The scattering of funds may in certain cases bring about a
reduction in the volume of uncompleted comstruction. To increase
the rate of basic capital reproduction, it is important thut the

available material stockpiles be ready for immediate use.

The planning of paterial stockpiles for construction is of
primary importance in organizing rhythmic construction work which
makes construction faster and cheaper and accelerates the expan-

sion of the socialist reproduction of basic capital.

Roting that Glavmosstroy successfully fulfilled its obliga-

timstob\mds'O0,000sqmofnv‘Lnsspaceinl95k,a.ndcreatea

larger material stockpile in 1955 than in 1954, E. S. Khrushchev
said,

“These results showtmtthenewwnnntmmabm

forward step since material stockpile in ccastruction is the main

- k8 -
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thing, I would say the most important thing. Anyone can see that
is is impossible to maintain rhytimical construction work without

a normal stockpile. Wwhere there is no stockpile, the skilled
workers are not used eccording to their training -~ for earth-nmoving
and auxiliary work. Tnis results in lower labor productivity,
higher comstruction costs, and disrupted work schedules. ¥ith a
necessary stockpile on hand it i: poseible to work rhythmically,
without interruption, and to use the wvorkers according to their
akills" (¥. S. Khrushchev, O shirokom vnedrenii industriel 'nyki

metodov, ilichshenii kachestva i snizhenii stoimosti stroitel'stva

[On the Large-Scale Introduction of Industriol Methods, the Im-
provement of the Cuelity and Reduction of the Cost of Conctruction/,

Gospolitizdat, 1955, pages 1-15).

Although the coucrete correlaiion between completed and un-
completed investmenis cornot be finally fixed a correct methodo-
logical approach to the establishment of this correlation in the
plan appears to be quite definite. It may be described as follows:
the given volume of capital investments must oe designed tu produce
the maximum quantity of completed investments that would insure
the cocmissioning of the moat important operational projects on a

priority besis.

Such an approach is borne of the necessity for the maximum
acceleration of construction. In this sense the struggle against
expanding the volume of uncompleted construction coincides with
the struggle for & faster rate of congtruction. At a given level
of completed capital comstruction, the increasing volume of uncom-
pleted capital investments in nev projects, or those st1ll under

construction, means to increase the degree of their completian and,

- k49 -
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consequently alse, to accelerate the process of pasic capital repro-
ductioc. For this reason the increase in uncompieted construction
at a time when the largest possible volume of completed investments
under the plen has been achieved smounts ncreesing the stock-
pile of materials without detriment to the construction projects
nearing campletion, and is of great national econarmic importance.
For practical purposes, however, the national economic plan always
provides for a definite volume of capital {nvestments and a defi-
nite maximum of possible accretion of basic capital within the plan
period. The problen is to meke the best pos:ible use of the un-
completed investments vith a view to creating a stockpile of ma-
terials in the decisive branches of the national econauly and to in-
sure the most rapid carmissioning of the new projects at the same

time.

The directives of the Nineteenth CP Congress on the Fifth
Five-Year Plan make 1t mapdatory "to create material stockpiles
in the comstruction of metallurgical enterprises, power plants, oil-
refining plants, chemical plants and coal mines with a view to in-
suring the necessary development of these vranches of industry in
the coming years" (Direktivy XIX s "egde partii po pyetomy pyati-

tnomy pleny pervitiys SSSR pa 1991-1990 gody [Directives of the
Nineteenth CP Congress on the Fifth Five-Year Plan of the Develop-

pent of the USSR for 1951-1953], Gospolitizdat, 1953, pa&c 5).

Capital Investment in New Construction, Reconstruction, and

Expansion

In plamning capital works much significance is attached to
the breakdown of the total volume of constructicn in the pational
economy and its variocus branches to new comstructiaom, reconstruction,
and the expension of existing enterprises.

- 50 -
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The change in the relative weight of new construction in the
total volume of capital investments is directly related to the dura-
tion of constructios, its cost, and the coordination of the capital
works plan with the technical plan. The distrioution of productive

forces also varies with the particular volume of new construction.

The further development and creation of new fuel and pover
pvases ac well as the al.-round development of the econocmic areas
and union republics is implemented mostly with the aid of new con-
struction. The golution of these probleuns, during the drefting of
the capital construction plan, 18 pased on the necessity of uti-
1izing every possibillity for expanding anc reconstructing the exist-
ing enterprisesj this makes the expansion of basic cepital faster
and cheaper than the construction of new enterprises. The Nine-
teenth CP Congress directive says that “the expansion of the exist-
ing enterprises should be utilized as an important basis for in-

creasing production at the lowest possible cost” (Todd.).

Also defined in the national economic plan is the structure
of the total volume of capital works as cetermined oy economic areas
and union republics. It is this structure that priparily determines

the progress in the dietriovution of productive forces in the country.

3, The Plan for the Introduction of Basic Capital anc Prouuction

Capacities 4n Verious Industries

All the above-listed indicators present an over-all picture
of capital investments: the gstructure of investments and their

d4stribvution by social gectors, industries anc districts an. their

relation to the extent of completion and renovation of basic capi-

tal. These indicators, however, do not characterize the ultimate

results of the investments.
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Geared to the demands of the pational economy for more
duction capacity, the plan for the production of new vasic capital
is the determining factor in the entire capital construction plan.
It characterizes the resulte of capitel construction, so to speak,
the returns on capital investments, that is the finished product of

construction.

The plan for the introduction of new pbasic capital and pro-
auction capacities determines the volume anu structure of capital
investments. Although the final plan for the expansion of vasic
capital is drafted atter all the calculations of the capital works
plan have been made, it is precisely the demand for nev vasic capi-
tal that is used as & criterion for these calculations; the require-
ments for & glven period; hence the volume anu structure of completed
investments; that is the requirements for future years; hence, also,
the volume and structure of uncompleted investments, that 18 the
volume and structure of the current stockpile. For this reason, &S
will be shown later, the production capacity factor is used as 8

basis for planning the reproduction of basic capital.

4, Capital Investments and the Addition of New Basic Capital pexr

nistries, Departments and Councils of Ministers of the Union

M , Depe. 2

Republics

I+ is these incicators that are approved in the national

economic plen since they incicate the specific assigmments, tied
4n with the indexes for the Soviet Union as a whole, to variocus in-

dustries and econcnic aresas.

The plan drafts submitted by the ministries, departments,

apd councils of ministers of the union republics serve as & basis

S
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for the detailed elsboration of the social, industrial ard terri-
torial aspects of the plan and for an analysis of the planned

changes in the structure of capital investments.

5. Titie Lists

The capital investments approved for every ministry, depart-
ment, and council of ninisters of the union republics are divided

into avove-limit and below-limit investments.

Avove-limit investuents are those applying to consiructions
and projects inuividuslly approved by the government in the title
iists. Beginning with l<'31+, the govermnment has been fixing defi-
pite and differenti=l limits of estimated costs of construction
projects, for various industries, with a view to inciuding such
projects ir the state plan. If the estimated cost of a construc-
tion project orf a particuiar ministry equals or exceeds the govern-
ment-fixed 1imit, such & project must be approvea oy the government
and included in the title list which is subuitied along with the
draft of the entire nationai ecaonomic plan. The title lists of
construction projects whose estimated cost is Lelow tue fixed limit
are approved by the respective ministry. The ministries are there-
by granted certain rights and possibilities for independent cistri-
bution and redistribution of a certain part of the capital invest-

nents.

Differential 1imits of the estimated cost of above-limit
projects are fixed for various industries. At present they range
from 5 to 25 million rucles. The capitel investmentis in above-
1imit comstruction projects account for more than 1/2 of all capi-

tal investments.
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Thus the sbove-limit investments appearing in the govern-
ment-cpproved title lists are subdivicved Into individual canstruc-
tion and other projects. Reflected in the title liste, also, are:
the volume of, and time required for the addition of, new produc-
tion capacities and basic capital; the distribution of new con-
struction projects; the concentration of funds on projects to be
commissioned; and the creation of material stockpile for the con-

struction of Jifferent projects.

The below-limit investments, although not approved in de-
tail within the rational economic plan, must also ve cubstantiated
in every way. <Jhe plan for velow-limit investments must indicate
the purpose of such investments: the expansion of the existing en-
terprises and plant shops, new enterprises, power plants, dwelling
houses, public health institutions, etc and also the expenditures

on equipment requiring no installation.

6. The Plan of the Construction Industry

The capital works plan contains a system of indexes for one
of its special subdivisions, the construction industry plan: the
distribution of construction and installation work by construction
organizations, technical progress in construction, increase in labor
productivity, reduction in the cost of construction-installation

work, etc.

Thus the directionsl and designated iniexes of the capital
works plan apply to the organizations wvhose basic capital is ex-
panding (client crganizations) as well as to those carrying out the
construction (construction organizations). Sometimes those indexes

coincide -- if an economic organization does its own constructing.

- 5h -
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However when the volume of contract work is particularly large,
the mejor part of tne capital works plan is ussigned to the cllent,;
on one hend, and the builéing comtractor, on the other. This pe-
culiar way of desigpating the plen is due to the characteristic
features of the construction industry which will oe discussed ve~

low.

The state planning ol capitul works goes through the caune
stages as the planning of the national economy as a wrole. In re-
to place and significance, hovever, the cepital works plan dif-

other cubdivisions of the plan ot various stuges.

The definite econaomic and politicsl provlems of the develop-
of the nuiional econamy during a given plan period (fi'».'e-year
plan or one year), as outlined by the CP and the governuent, rep-
resent the departure point for drafting the plen itself. Normally,
a syetem of so=-called contrel Tigures for the cevelopment of the
national economy during a given plan period is worked out on the
basis of CP and govermmenti directives and on the vasis of liong-
range plans. Wnen the control figures are approved by ithe govern-
ment, they serve as a guilde for the various ministries, departments,
and councils of ministers of the union republics in working out

their plans.

Practice has shown that the most essential feature, from the
point of view of planning organization, is not only the provision
of increased production by industries in the first stages of the
plan but also the fixing of capital investment limits for the
ministries, departments, and councils of ministers of the union
republics. The capital investiment limits deter=ine the needs and

possibilities of the pational econc=y for expanding the basic capital

55 =
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in the various minisiries. These possivilities cannot be determined
by the ministries and departments themselves, ané the capital in-
vestment limits must therefore be fived by & central oody before

the final dreft of the plau.

Quite anotner thing ls the utilization of these invectuents
as well as the utilization of the existing and added vasic capital,
the utilization of lavbor force, etc. The solution of thece ques-

tions call for wider initiative from all the workers.

The planning of the netional economy reflects the creative
effort and initiative of millioms of workers. It is their advanced
experience that forms the obugis for plan assignments. J. V. Stalin

1t

pointed out that the ". . - production plan reflects the living an.

practical activities of nillions of people" (J. V. Stalin, Sochi-

neniya [Works], Vol 13, page S0). The KP directs the planning of
3

the national economy xnot only oy its leaéership over the planning
orgens but also by its Jally work wiong the masses of workers,
peasants, and Soviet intelligentsia. The KP orgonizations of the
various localities, plants, mines, construction projects, collec-
tive and state farms, scientific institutions, and projects or-
ganizations, etc, wmobilize the reserves which foxrm the foundatiom
of the progressive norms specified by the plan. Developing self-
criticism and criticism from below among the masces, the XP o~
ganizations disclose new production reserves within individual
brapches of the national economy, as well as reserves that facili-
te the improvement of interindustry and interrayon proportions
and comnections, the enhancement of the practice of self-sustain-

ing operations, the improvement of the wage system, etc.
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The drafting of plans after the control figures have been ap-
pProved cannot bhe considered as merely giving concrete expression to
general tasks already outlived. The control figures of production
are the minimm tasks subject to improvenent locally and by the ac-
tive participation of millions of workers. By approving the direce
tives, or control figures » the governnent sets up a minimun, not a
maxiwun, for production, lsbor productivity, etc. The capital in-
vestment limits, on the other hand » represent ¢ muximuas with which
the ministry must comply in its planning of production, labor pPro-

Guctivity, surpluses, ete, Jor 1ts enterprises.

The fixing of capital investiment iimitis berore the final
draft of the local piams is of much organizationai importance; it
makes it possible to coordinate the plan projects or individuel
organizetions with tlhe nationel ecanomic possibilitles for the re-~

production of basic capitai.

The plan projects worked out on the vasis ol cepital invest-
ment limits and submitted to the government by the ninisiries, de-
partuments, ané counciis ol ninisters of the union republics contain
detailed figures on ell the above-discussed indexes of the capital
works plan. It is thus mede possible to cambine the state-wide
Prlan calculations with projects submitted by individual organiza-
tions, so to speak, and achieve an optimu coordinatior with a view
to assuring the state-wicde needs, as well as those of the differenti

ninistries and departments of the union republics.

The difference in the expansion tempos of different incus-
tries is chiefly and Primarily determined by the distribution of
the total volume of capital investments anong the industries. Con-
sequently the determination of the desired distribution of the major

- 57 =
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part of the accumulations, basic capitel accumulations, in the first
stage of the plan drafting serves as 2 methodological basis Tor de-

fining the proper proportions in the locslly drafted plan projecis.

Thus the fixing of state limits or capital investments prior
to the drefting of local plan projects is ocne of tue most importact
preconditions for reflecting the requirements of the law of systeu-
atic proportional developuent in every plan project submittel by
the localitlec. This is very important since national econamic
planning Cepends largely on uuch projects cauing "fraa below’ -
Tram enterprises and rayons througnz minisuries, departments, and

councils of ainisters of the union republiics.

The planning of capitel vorks cn a natlonal econauic scale
is substanticlly different ircm planning capital works for an in-
dividual uilnistry, rayon, enterprise, etc. Ané this is not only

necause the scaler of pieaning are different.

The drafting of a capital works plan by 2n individual ninistry
is based on severul conditions that apply to thot particular ministry:
the plan projects are contingent upon the availability of so many
funds (financial and material) to the ministry, on such and such a
numerical increase of workers, on so many orders from its clients,
etc. These conditions cannot be estimated and determined by the

ninieiry itself.

But the planning on a state-wide scele is qualitatively dif-
ferent in that it is expected to substantiate the capital works plan
in every possible way. /And such substantiation is possible only
when the planning is done on & national scale. Reflected in the

pational economic plan is the actual state of sffeirs. The syctenm
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of camputing material, finencial and labor resources nakes it POS~

sible to substantiste every task outlined in the

The substentiation of the capital works plen ic govermed by

the following important osjectivess

l. Substantiation oi tne plan with o view to meetiag the
reguirencents of the national econony for the reproduction of vasic

capital.

<. Substantiation of the plan by providing it wvith the

necessary nuterial, labor and Tinancial resources.

CHAPTER III. OSUBSTANTIATION OF THE CAPITAL WORKS PLAN

WITH A VIEW TO MEETING THE REQUIREMENTS OF THE HATIGHAL ECORQHY

The substantiation oi the capitel works plan, iike any other
part of the vhole plan, consists first of a1l in its coordination

with the volume and structure of tie national incouwe.

The higher the rate of national income accretion » the laxrger
the material funds available for consumption an¢ accunulation in the
national economy, the larger the funds designed to meet the current
deman:s of society and facilitate the expansion of production. The
increase of the national income per industrial worker represents
growing labor productivity, the moet important resultant indicator
of improving production. The faster the growth of tha national in-
come as a whole -« at a given numerical strenglh of vworkers in the
procuction field -- the higher the degree of socialist production

improvement on the basis of advanced technology.

Thegrovrthofthenauonalincmszntuussn,matitthe

property of the working people, is strikingly demonstrated in that
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the KP's economic policy is governmed by the basic economic law of

socialism.

The growtin of the netional income in the USSR is character-

¢ by the following figuwrec:

1913 192t

of 1613 1C0 119

of 162u b 100

Thus the 195% national income was 15 timec that of 1913 and
12.6 times that of 192&. Vhile in the capitalist countries tie na-
tional income expands @t o snail's pace, and with interruptions,
ard the vorkers' share of the nationmal income is cteadlly dininish-
ing, the national incoue in the Soviet Union continues to grow at
an unprecedented rate and is used exclusively to meet the people's

needs.

Assuming that uvne elinination of parasitic conswiption, the
1iquidation of open an: conceuled unemployment, an: the natural in-
creese in population have combined to double the number of workers
engaged in materisl production as campared witn 1513, social iadbor
productivity in the USSR in 1953 was more than 7 timec that of 1913
and this ageinst the background of a shorter work dsy, bpetter work-

ing conditions, and no unemployment.

The planning of capital works facilitates the best solution
of the problem of tempos and properticns in the national economy,
that 1s a solution that would insure a meximum increuse in the na-
tional incame. The continuous coordination between the planned
volume of capital investments and the pational income with its ac-

cumulations facilitates the achievements of both the desired

=60 =
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proportions within the econcmy and the subordination of the cepital
works plan to the requirements of the basic economic law of social-

ism.

The basic objective of the part of the pational income al-
locaeted for accumulation is the increase in basic capital. Conse-
quently, the determination of the optimum coordination ovetween con-
sumption, accumulation, and reserves within the national income is
closely tied to the determination of the possible and necessary
volume of capital works within the limits of a given national in-

come .

In the long-range plan for +he development of the national
economy the volume of capital investments is determined by the ag-
gregate national incomne Tor the years to ve covered by the plan.
This, of course, requires that account be taken of the siructure
of the accurmlated part of the national income, the relative in-
creasc in hasic capital, and the possible variations in that in-

crease.

If, for example, the part of the national income to oe ac-
cumulated over the emtire five-year plan amounts to a thousand vil-

lion rubles, and the accumulation of basic capital accounts for

about 90% of the total, then the total investment in the five-

year plan will amount to about 900 billiom rubles -- expressed in

the same monetary value as the entire national income.

The rate of increase of the pational income and, therefore,
also, its volume in eackt year of the five-year plan lsrgely depend
on the scale, structure, and the efficiency of capital works. It

should not be assumed, therefore, that the national income and its
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structure, in their final form, are allegedly determined first and

the volume of capitel works afterwards. These very important in-

dicators ere gradually defined and exert a mutual effect on each
other, in the process of drafting the national economic plan. The
conformity of the actual national income under the plan with the
Planned volume of capital investments, however, must be maintained

at every stage of the plen drafting.

Thus the conformity of the capital works plan with the re-
quirements of the national economy is reflected very generally in
the link-up between ithe total volume of cepital investments and the

accumulated part of the national income.

In its natural-material form, the accumulated part of the na-
tional income represents a growing stockpile of various industrial
and agricultural products and an increase in basic capital. The
cxcess of capital investments uver the basic capitel accretion in-
cluaeld ¥n the accumulation equals the amortizetion sum required for

capital construction puipcces.

Thus before compering it with the volume of capital invest-
ments, the accumlated part of the natiomal incame should be re-
duced by the amount of working funds and increased by the amount

of basic capital accretion through amortizatian.

To tie in the volume of capital investments with the accumu-
lated portion of the pational income, it 1s necessary also to ex-

press the campared items in the same nonetary values.

The nonetary evaluation of the Planned volume of capital
works now in use is such as to make possivle a camparison between
the capital works of different industries ) different years, etc.

- 62 -
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The same volume o construction or installation work is expressed
in the same monetary values regardless when and wvhere 1t has been
carried out. The same also applies to the valuation of equipment
and other elements involved in capitel works. At present the cou-
parison of different volumes of capital works through the medium
of money 1s achieved by the use of the uniform estimated cost of

capital works in existence on 1 July 1955.

The national income is also calculi:ted in prices which have
been campared over severusl years -- but not the same prices -- and

used for estimating the cost of capital works.

The difference in the prices may be quite large. Although
this difference does not prevent the correct determination of the
dynamics of the national incame and the dynamics of capital invest-
ments -- since a different set of prices is used for each type of
dypamics -- it is still impossible to draw a comparison between the

absolute amounts.

Thus, for example, if we compcore the carresponding figures
of the Fourth Five-Year Plan we will get the following results (1n
biilions of rubles)s

National income under the 1950 plan

(1n 1926-27 prices)
Reliative weight of accumulation
Absolute extent of accumulation

Capitel investment volume for 5 years (in
estimated costs of 19h5)

Approximete volume of capital investnents
in 1350

Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81-01043R001000050007-4



Sanitized Copy Approved for Release 2010/10/07 : CI-RDP81-O1043R001 000050007-4

It appears that the entire accumulation (37.2 billion rubles)
is much smaller tuan the volume of capitsl investments (60-70 bil-
lion rubiecz). It should be horne in mind, however, that the 1945
estimate prices were considersbly lower than the 1926-1927 prices
in which the national income was expressed. Thus, to compare the
volume of capital investments with the accumulated portion of the
national income in this case we should at least know the average
index of the estimated costs of 1945 as it relates to the cost of

capital works in 1926-1927.

A direct comparison between the capital investment voliume
and the accumulation fund of the national income calls for a cor-
responding recalculation of the monetary valuation of the capital

works volune.

To make an approximate estimate of the possible anc necessary
volume of capital works during tiie plan period, it is sufficie:t to
deterzine the rate off increase of the accumulated portion of the na-
tianal income in tne plun period as compared wiih Liss proceding Flon
period. Subject to certein conditions, the percent of increase in
the volume of capital works, reckoned in compurable prices of the
estimated cost, equals the percent of increase in the accumulated

portion of the national incame in comparable prices.

In this chapter the problem of substantiating the volume of

. capital works with the necessary assortment of resources is put
aside for the time being. Fram a methodological point of view 1t
is important to use the requirements of the national economy as &
guide for the planning of capital works with a view to detexrmining
the possibilities for providing the necessary labor, material and

finencial resources for the desired volume of capital works.
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This, of course, does not preclude the existing practice of

interweaving the analysis of capitel works from the viewpoini of

the national econamic requlrements with its analysis from the view-
point of material procurements for it. The decisive role of the
national economic requirements, however, always rewains in force.
This meens that the efforts of the planning organs are directed

not toward the subordination of the capitel works plen to the
availavle resources but, on the contrary, to bringing the resources
up to the level required for the implementation of the desired volume

of capital works.

There is an objective possibility for that es long as the
expansion of the capital works volume is coordiruted with the in-
creasing sccumulation in the national income. Indeed if the grow-
ing nationsl income it accowpenied by & nwaericel increase in the
lebor Torce engaged in meterial production and an incresse in labor
productivity, it may be stated with cconlidence that the expansion
of eccumulations iz assured. This, in turn, determines not only
the necessity but zlso the possibility for securing a correspond=-

ing increase in the rolume of capital works.

The amount of the national incame, the basic capital accumu-
lation, end the total limit of capital investments in the national
econamy are gradually defined with greater precision during the

drafting of the national economic plan.

The coordination of the total volume of capital works with
the accumulated portion of the nationel incame is only the first,
though very important, step toward the establishment of the neces-
sary proportions between capital works and the development of the

entire national economy.
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T addition to defining the total volume of cap tal works,
it is necessury to coordipate its industrial structure with the
planned development of the ¢ifTerent brauchess &7
economy. Such calculations are, of course, approxinate and general.
They are very tert, however, Tor maintalning the desired pro-
portionality in i 5 Ve 2 ® tne plan under considera-

tion.

fhe industrial structure oi

in tlhe preceuing chapier, reflects

part in cormunist construction.

The industricl structure of capital invesinents makes poc-
sible an approximete definition ol the actunl proportion vetween
the rate oi increasing capital investments by industries exd the
plonnec 1ote of development of these industricc. Such proportional
developmenti, however, cannot de verified by & direct comparison de-
tween the increacing rate of capital investzments (investments in
industry. for exerple) ané the increasing rate of camuodity output.
Such a direct comperison would amount to economic illiteracy since
the increassing rate of capital investment does not necessarily equal
the expancion of basic capital; the increase in commodity output,
on the other hend, directly depenés on the expausion of basic pro-

duction funds.

let us take & hypothetical example (say in billioms of rubles

and in camperable monetary expressiom):
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Basic production funds at year's end

Average annuel basic production funds
Capital investment during the year
Uncampleted capital investments at year's end

Cammodity output 100

Such correlations are quite possible. ctually, if the
amounts of uncouzpleted capital investments at the beginning and end
of the plan year are equel, the volume O capital investments coin-
cides with the volume of the cormissioned new ovasic cepitai. That
is exactly why the basic capital was increased by the amount of capi-
tal investments, that is Ly 20 billion rubles (25-220). A compari-

son between the growing commodity output and the increasing volume

\
of basic production funds (better yet, with the average appual in-

crease in besic production funds) will lead to the conclusion that
an improvement in the utilization of basic capitel is being planned:
the commodity output is increasing at a faster rate than the basic
capital. As for the capital investments, their rate of increase ic
much faster than the output of cammodities, and particularly in com-

parison with basic productive capital.

Consequently, before analyzing the proportional relation be-
tween the industrial structure of the capital investments apd the
planned increase in commodity output oy various indusiries, it is
necessary to establish the expansion rate of the annual average
vasic capital which will be attained under the planned volume of

capital investments in these industries.

The correlation between the increassing cammodity output and
expanding besic capital is very important inasmuch as it refiects,

in a gemeral way, the efficiency of besic capital utilizatian.
-6 -
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The output of industrial cormodities in the postwar period,
as compared to 1940, was greater than the expansion of basic pro-
duction capital, while the prevar output of cammodilties exrpanded
at & slower rate then tiie visdc production funds. Here are the
pertinent Lfigures:

1950 in
o 19k0

Axpansion of production ifunds
in industry

Incrense in gross camod 1ty
output of industry

* Heevy indusiry

Ii shoutd be euphunized, however; thal tiecse totul rogulic
are obitoinablc when vact reserves ol equipment ure available for use
in several industries. Thuc in the coal and lumber indusiriles there
ig still .r. obvious disparity between the incressing technical equip-
sent o thece industries ond the risisg etficiency of inbor employed

44 coul citrection and lwiver production.

An onalysic of the general proportions, made LYy approximate
calculations ané with the aid of general indexes, importent as it
may be, is still gquite inadequate for substentiating the capital
works plen. Such an apalysis cannot reveal the connectioms between
the capitul works piam and the requirements of the netional econcxy

for more basic capital.

A plan for the introduction of new production capacities and
e plan fer the introduction of pasic capital are worked out with a

view to tying in the capital works plan with production needs.

The plsns for the introductian of production capscities and

basic capitel are drawn up on the basls of the production capacity
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inventories in individual industries. These inventories show the
production cepacity available as of the beginning of the plan year
and defined on the basis of progressive labor methods, and the
plenned accretion of productive capacity for the year through new
construction as well as through the improvement of technological

processes.

All the available possibilities for increasing production

by a better utilization ‘of the productive capacity of the existing

enterprises are brought out and defined while working out the pro-
duction capacity plan. The huge production fundés created by the

efforts of the Soviet people mmke it possible to sharply reduce the
capital investments required to maintain the necessary increase in
production even when the capacity-utilization factor shows a rela-

tively small increase.

In his report to the Nineteenth CP Congress, M. Z. Scburov
pointed out that in certain branches of the industry the capacity
of enterprises had been reduced. '"The State Planning Cammission
of the USSR," M. Z., Saburov said, "must improve its efforts to find
new productive capacities and use them for f£illing state orders and
wage a determined struggle against all sorts of narrow departmental

tendencies to reduce the production plans.”

A better utilization of the existing productive capacities
in the Fifth Five-Year Plan was expected to produce about 30% of
the entire five-year increment of pig iron smelting in 1955, about
25% of the entire increase in coel extraction, and about 30% of the

increase in cement production.

As a result of the struggle to fuifill the Fifth Five-Year

Plan for ferrous metallurgical production in 1951-1954, the

e
- 00 -
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utilization of available inner reserves by the operating enter-
DPrises made it possible to produce an sdditional 4 million t of
plg iron a year, more than 6 million t of steel and almost 6 mile

lion t of rolled metal.

Let us consider the state of productive capacity in the hypo-
thetical case of the enterprises producing commodity A. The follow-
ing date are used as a point of departure: (1) current year pro-
duction 13 million t, planned for next year 16 million t; (2) annual
productive capacity of enterprises waking coumodity A as of 1 Janu-
ary of current year 16.3 million t, capacity increment achieved by
improving technology in current year 0.4 million t and by intro-
ducing new productive capacity in current year 2 milliom t3 (3) ca-
pacity increment expected to be achileved by the introduction of im-
proved technologlcal processes during the plan year is about ome
million ©3 (%) no capacity decrease in the current or plan yearp
(5) nev Plants and technological improvements introduced at various
periads during the current and plan year account for 0.33 of the an-
nual working period; in other words » the average factor of recalcu-
lating the entire annual capacity increment into an average annual
capacity increment, hbased on new construction and improved tech-

nology, equals 0.33.

Under these conditions, the productive capacity under the
Plan, as applied to comodity A (in millions of toms), may be pre-

sented as follows.
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Capacity
Increment

Achieved For Reference %&F
:P”wnity- st vy Adding Capacity Average ty
ning of ing Enter- New Basic Cespacity at Year's E’:oduc- lé:nualt :ﬁmﬂm
Yoar wises Cspital _ Beduction End - tion % y Qr
Y 3 : 5 6 1 9

1. Current year 16.3 0.k 2.0 - 18.7 13.0 17.1 0.76

R. P years

(a) with an invariable
capacity utilisa-
tien factor 18.7

(») capacity utilisa-
tdap factor in-

cresaing from
0.76 to 0.80
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Column 4, "Capacity Increment Achieved by Adding Rew Basic
Capital," is dependent on the rest of the indicabors iz ¢ able.
In this case, given the above-indicated factor of 0.33 and assuning
that no capacity reduction took place, such dependence is expressed

in the following formulas
CoLd = (col 7 4 col 9 - col 2 = col 3 x 6.33) + 0.33

As may be seen fram the above table, it took only a 4 decimal-
point increase in the utilizetion of productive capacities during
the plan year to reduce the necessity for introducing new capacities

by 1/2, from 6 million t to 3 millionm t.

The improvement of productive capacity utilizetion at the
existing enterprises is achieved through technical progress, ra-
tionalization of production, mass inventiveness, anu socialist com-
petition; it also makes it possible to attain the desired rates of
production expansion with a considerably smaller volume of capital

investments.

The establishment of planned progressive norms of productive
capacity utilization at the operating enterprises calls for a
thorough study of the advanced methods employed by the best enter-
prises for introducing advanced nachinery and technoclogy, and a
definition of the concrete measgures required for improving the ca-

pacity utilization factor.

The 0.33 factor produced by recalculating the capacity of
nev enterprises into average annual capacity was used in the above
example to simplify it. A speed up of ccustruction, however, would
increase that factor and thereby also reduce the dependence of pro-

duction expansion on added capacity.

-T2 -
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Indeed, if we were to raise the above factor in our example
to 0.5, the planned volume ol construction would require 1.6 million t
of new productive capacity instead of 3 million t. If the intro-
duction of new capacities continued at the 3-million-t levei, it

would be possible to increase the commodity output by 0.56 million ©.

Thus the coordination of the construction program with the
production plan cells for the fullest exploitation of all possibili-
ties both in the utilizetion of available capacities and in speeding

up construction work.

The available productive capacities of the enterprises of
given industry during the plan year make it poscible to coordinate
the production plan only with the part of the capitel works volume
applying to the new projecte camnissioned during the same year.
Serving as a basis for the planning of current stockpiles in the
construction industry is the oroduction capacity of the industry's
enterprises during the coming years covered vy the perspective plans
for production development. The combined total of these prcductive
capacities makes 1t possible to determine the productive capacity
of the enterprises to be camissioned during a given yeer and the
stockpiles to be accumulated for future use with a view to solving

the current economic and political problems of national econamic

development. These figures and the degree of completion of the

projects under construction in the current year; a3 well as the
campleted estimates Oon new construction projects serve as a basis
for making up the title liasts. Coordinated with the aveilable pro-
duction capacity, the title lists reflect the rate of the growing
productive capacity of every industry required by expandied soclal-
ist reproduction in conformity vith the basic econcmic and political

problansoftheplanmrandfutmyears.

-73 -
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The title lists of above~limit construction and the invest-
ments in below-limit ccnstruction, in turn, determine the necessary

volume of capital investments within the estimated costs.

Thus the calculation of productive cepacity, obased on pro-
gressive norms of equipment utilization and the possibilities for
speeding up the introduction of new productive capacity, is the
foundation of the entire capital works plan. ithese productive ca-
pacities serve to tie in the comstruction program with the principal
part of the national economic plsn, the productian plan. Thd:
brings up the problem of improving the methodology of calculating

productive capacity by the use of 3 principal methodss

First, by the correct definition of the production capacity
{tself and by taking into account all the possibilities for increasing
capacity revealed by leading production workersj by taking into ac-
co nt the capacity increment achieved not only by new construction
and expansion, but also by improving the technological processes at

the existing enterprisesj

Second, by planning the maximum capacity utilization, estab-
1ishing well=-grounded progressive noras of equipment utilization
and defining the concrete measures required to insure a rising norm

of equipment utilizationj

Third, by making provisions in the plan for possible reduc-

tions of comstruction periods.

The calculation of the productive capacity of individual in-

dustries has certain peculiar characteristics.

The industries producing a large variety of cammodities (the

machipe building, food end light industries, etc) capnot define

-7h -

Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81-01043R001000050007-4



Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP-O1043R001 000050007-4

their productive capacity in surmsery form. Their statement of pro-
duction capacity, however, is drawn up on the ovasis of their most
important types of cammodities approved in the production plan,

The distinctive feature of the productive capaciuvy of power planis
is that the stated capecity volume itself contalns capacity re-
serves which do not figure in the production program. The power
production industry must have a large reserve of capacity ready for
immecdiate use in the event of an unforeseen demand for more power.
The only possible solution of the reserve problem under the present
technological situation, which does not permit the "storing up" of
electric power, is to create substanti:zl reserves of productive

capacities.

A decision of the Eighteenth CP Congress provided for the
creation of a permanent reserve of power-production capacity of 10-
15% in the industrial areas. In its directives on the Fifth Five-
Year Plan for the development of the USSR in 1951-1955, the Nine-
teenth CP Congres: re-emphasized the importance of that problen

anc established the following policy in power production:

"In the field of electrification, a rapid increase in the
capacity of power plants should be assured to meet the growing de-
mands of the national economy and the daily requirementis of the
population in electric power, and in:reasing the zavailable reserves

in the power networks."

The July plenum of the TsK KPSS (1955) decided "to implement
the canstruction of power plants and networks on a scale necessary
to assure a more rapid development of power-producing capacity than
that of the entire national econouy."
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Thus the planned productive capacity of the power plants
must reiliect the most repld exparsion of power -producing capaclty
not only for the purpose of supplying power to the national econay
put also for the purpose of creating the necessary capaclty reserves

of the power plants.

The problem of creating or naintaining definite capaclty
reserves a21so applies to geveral other industries. Thus, for
example, the planning of" railroad construction takes ‘into account

the necessity for & certain reserve of treffic capacity.

In planning productive capacities for sugar refining plants,
fish-processing plonts, transportation facilities in agriculture,
etc, provisions are made for adequate reserve capacities to take

care of the seasonal spurt in production.

For certain types of cormodities, the combined volume of

productive capacity applicable to a particular product as & whole

is médequate for coordinating capital construction with the pro-

duction program. Thus, for example, the capaclty for the produc-
tion of rolled metsl cannot be determined until the capacity for

the production of every design of rolled metal has been established.

A defined volume of productive capacity, as has already bDeen
mentioned, facilitates the coordination of the capital vorks plen

with the production program in various branches of production.

The capital works plan in the unproductive field is built on
the bagis of its tie-wp with the plenned expansion of housing facili-
ties, public utility institutions, the petwork of schools, hospitals,

health resarts, etc.
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The initial data required for such coordination are:

1. Basic capital in operation as of the beginning of plan

periods

2. Norms of imsuring appropriate funds for the populations
housing norus expressed in square meters per personj water consump-
tion norms reckoned in terms of 1,000 people a year; pumber of hos-

pital beds per each 10,000 people, etc.

Actually, the balance method of calculation is applied here
toc, but there is one very substantial methodological difference --
while the coordination between capital construction and social
needs within the framework of productive capacity cells for the
maximum utilization of the existing production sites, the basis for
coordinating capital construction with social needs within the
framework of housing, school fucilities, etc, is the expansion of
floor space with a view to creating the most favorable cultural

and living conditions for the working people.

Production capacity and unproductive basic capital serve ag
a basis for planning capital construction and cocmissioning new

projects designed to scrve the needs of the national economy.

The planning of individual projects has came to be expressed

4n the form of title lists.

Title lists of capital construction represent the most con-

crete portion of capital wOorks .

Special tables of the national econcmic plan, referred to as
title lists, contain a 1isting of all construction projects wvhose

mmqutmmitsﬁmwmmeorthe
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verious branches of the national econamy, that is a listing of all

above-limit construction projects.

A1l the most important comstruction indexes are approved in

the title list for every above-limit comstruction project.

The title lists of the annual capital works plan contain the

following indicators (see table on pege 80; figures are conditional).

The 1ist of titles of above-limit construction are made up

separately for each ministry and department.

The /detemining factor in the compilation of title lists
are the national ecounauy requirements for new productive capacity
to be introduced during the plen year and the following years, re-
quirements brought to light by defining the volume of productive ca-
pacity. It is important that the title 1ist provide for the sys-
tematic quarterly introduction of new capacities so as to keep in
step with the necessary increase in the average annual productive

capacity as well as with the introduction of new capacities in the

allied branches of production.

In t.he hypothetical example under consideration the intro-

duction of new productive cepacity amounting to 3 million t is in
keeping with the requirements of the known volume of productive ca-
pacity. This presupposes that the capacities for producing commodity
A are concentrated in one ministry. In most cases it is not so, and
the productive capacities are provided for not in one but ir several
title 1lists. For instance, the coordinstion of anything with the
capacity for cosl extraction calls for the figures contained in

the title lists of not only the Ministry of the Coal Industry USSR

but also of the ministries of local fuel irndustry, etc.

-8 -
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Conseguently, from the viewpoint of national ecanomic re-
quirements, the title 1ists should be made up soO that the introduc-
tion of new capacities in the currernt year (col 1C) and the periods
in which they are cammissioned (col 12) should produce the necessary
expansion of productive capacity, through capital comstruction,
during each quarter of the year. To assure the solution of the
perspective problems of national economic development, we must see
to it that the planned full capacity of the projects under construc-
tion (col 3) -- taking into account the yeer construction began and
the year it is to be campleted (col 2) «= is up to the required

prospective capacity expansion.

Ir our exsuple, the enterprises whose construction is planned

to begin next year (No 6, 7, 8, 9, and 10) will have a combined

rated capacity of 5 million t. Only one of them (No 10) has been
under construction since last year, the others are to ve started

in the plan year.
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The title list of construction by the ministries, departments,
and councils of ministers of the union republics is substantiated
in much greater detail. Methodologically, the compilation of the
title 1list by e ministry is not different from its compilation by
the state central planning bodies. For the ministiry, however, it
is very important, first, to know the 1imit of capital investments
which provide for a definite state-approved ceiling of cepital in-
vestments and consequently also for the title list. Secondly, the
desired volume of productive capacity can be built by the ministry

only on the basis of a definite, state-approved volume oi production

for the plen year and (in approximate figures) for a number of years

to follow.

The ministry, on the other hand, compiles and approves the
title lists covering the entire volume of its capital investments,
that is, it also distributes under appropriate titles the below-
1imit capital investments approved for every ministry in a lump
sun. Besides, the ministry and its main administrations approve --
in regard to both above-limit and below-1imit construction items in
the title 1ist -- all the auxiliary title lists for individual con-
struction projects, that is the title lists of campleted portions
of any particular item, such as individual buildings, parts of a
building, drive weys, foundations, dams, etc. Auxiliary titie
l1ists are very important for proper organization of construction

and for controlling the implementation of the capital works plan.

A combined plan for introducing new productive capacity and
basic capital is drafted on the basis of the title 1ists if such

1ists are fully coordinated with the productive capacity volume.
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The plan for the introduction of new productive capacities
is approved, within the national economic plan, in terms of the
most important types of commodities to be affected by the added
productive capacity. The new productive capacity to be added for
each of the mentioned commodities 15 Tixed for each nministry, de-

partment, and councile of ministers of the union republics.

The combined plan for the introduction of new productive
capacities determines separately: (a) the introduction of new ce-
pacities by building new enterprises and rebuilding and expanding
existing onesj (v) the exploitation of additional productive ca-
pacity at the existing enterprises by mechanizing ané intensifying
production, improving the technological process, replecing or in-
stalling new equipment, rebuilding the existing heavy machinery

and other organizational and technical measures.

The plan to introduce new basic capital is set up for every
ministry, deperiment, and the councils of minisiers of the union
republics as a vhole without specifying such basic capital in con-

pection with individual constructiom projects. Column 11 of the

title list, "Introduction of Basic Capital,” is merely used to cal-

culate and substantiaste the total volume of basic capital planned
to be cammissioned. Colwm 11 is now excluded from the established
title 1ists. The distribution of added basic capital among differ-
ent prcjects does not have to be approved in the state plan. There
i{s no need to commit a ministry to a previously-fixed method of
distributing new basic capital among different projects. From the
pational econamic point of view it is important that a given voluse
of capital investments produce a definite increment of basic capi-

tal as a whole so that the volume of uncompleted comstruction could
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thersby be held within definite limits. /8 for commissioning new
projects, it is important that the volume and periods of introduc-
tion of new capacities, rather than of new basic capital, be estab-

lished for them -- an: that is reflected in the approved title lists.

The title lists of capital investments are used as a basis
for defining the balance of basic capital, one of the most important

integral parts of the national economic balance.

GENERAL ASPECT OF THE BASIC CAPITAL BALANCE

Ministriee Basic capital Introductior Decommis- Basic capi-

and depart- at beglinning of basic sioned basic tal at

ments of year capital capital year's end
1 2 3 1 5

The balance of basic capital makes it possible to analyze
the expansion rate of basic capital as a whole by socilal sectors
and industries and to differentimste between productive and unpro-

juctive basic capital.

The figures contained in the balance are used also for de-
termining the annual average of available basic capital. . com-
parison between the dynamics of basic productive capitel end the
dynamics of production, as was shown above, is necessary for ana-
lyzing the efficiency of basic capital utilization. The balance
of basic capital is also important for analyzing the correlation
between the ordinary reproduction and expansion of basic capital

(considering the cost of capital repairs).

ytry important for an analysis of the capital works plsan as

a whole, in addition to the basic capital balance, is the balance

of uncompleied capital works vhich looks like the following:
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Capital
invest-
Unfinished nents not
capital Capital Introduc- increasing Unfinished
Ministries works at work done tion of the cost capital
and depart- Dveginning during basic of basic works at
ments of year the year capi:al capital xear'z end
1 2 3 2

Col 6 =col 2+ col 3 -col b -col5s

Within certain limits, the above 2 balances are alsc prac-
tically important for an analysis of the capitcl works plan in dif-
ferent ministries. The title lists, in perticular, make 1t possible
not only to break down the total volume of capital investments into
completed and unfinished capital works for different ministries, but
also to anzlyze the current material stockpile andé its possible im-

mediate utilization by winistries and industries.

The improvement of the planning of a current material stock-
pile in capitel construction calls for more attention to the balances

of unfinished capitel investments.

Attention is called to the inadequete use made ot the t;aeic
capital balance and the balance of unfinished capital investments
(wvith the exception of a very general calculation of balances) for
planning purposes. This is not necessarily because they are not
required for drafting the national econamic plan. The point is
that the problem of revaluating the basic capital (commissioned and
unfinished) according to the existing estimated cost has not yet
seen solved. The lack of such a solution compels us to resort to
approximate estimates (with the aid of aversge indexes, etc) which
tend to diminish the value of any conclusion that may be made from

a more or less detailed analysis of the balances under consideretion.
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Title lists are used, further, for determining the breakdown
of the capital investment volume into capital investrents in new
congtruction and capital jnvesinents in the expansior amd recon-
struction of existing basic capitel. Apn analysis of this gnvestment
structure with reference to ipdividual ministries is particularly
important since the expension and reconstruction of existing enter-

prises pernits a more rapid increase in productive capacity at lees

cost.

The choice between the construction of a new enterprise and
the expansion of an old one cannot, of course, be determined by
the cost per unit of capacity. Such & cholce can be made only when
all the eleuments detcrmining the efficiency of capital investments

are considered.

The title lists include both the construction projects begun

last year and those beginning now.

The problem of choosing between & new construction project
and the expansion of existing basic capital is exceptionaily compli-
cated. It combinee such quections as the rational distribution of
construction, the concentration of facilities on enterprises to be

comnissioned (puskoviye), and other very important comstructions

and projects, the creation of a current meterial stockpile in capi-

tal comstruction, and the improvement of the efficiency of cepital
{nvestments. Precisely the choice of the particular construction

to be undertaken reflects the solution of these questions.

All the required estimates and figures oD the new construce
tion must be available before it can be included in the title list.

It is forbidden to finence and include in the plan construction
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projects for which no such documentation is available. Hence the
problem of well thought out scientific planning for research and
other projects to be constructed in future years. The projects
under construction in the current year should alsc be used for pre-
paring the necessary bl :8 and estimates of the construction
projects to be included in the title 1list in the year after the
plan year. The master plans of the projects organizations, subject
to government approval (since 1950), provide for both new projects

to be comstructed in the curremt year and research and other pro-

Jects scheduled for construction in caming years.

The project-estimating documentation consists of documents

covering the 3 project-planning stages: (1) the project assigmment

and its estimated costj (2) the technical project and the estimate

of 1ts over-all costj (.) the blueprints on the comstruction site.

The project assignment includes all the basic elements char-
acterizing future comstruction: the construction site, the type of
commodities to be produced by the future enterprise, the productive
capacity, the functional connection of the enterprise with the other
enterprises and industries of the national economy, rav material
and fuel sources, possible supplies of water and electric power,
the principal types of buildings and installations, housing con-

struction, and the periods and stages of constructiom.

The project assignments not epproved by 1 October of the
preceding year cannot be included in the annual title 1list of capi-
tal construction. The project assigmment, however, can be included
in the title liat even if the technical project has not yet been
wvorked out. But the work permitted onm such canstruction during the

plan yeer is only preliminary and preparatory work, such as the

- 86 -
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preparation of the ground, the acquisition of building mechanisms
and transportation facilities > the procurement of construction ma-

terials, the comstruction of railrosd spur lines and quarries.

Formerly the project assignments and technical projects of
all types of comstruction had to be approved by the appropriate
ministries. /t present any project assignment whose estimated cost
is above the government-fixed figures must be approved by the
Council of Ministers USSR. Other Projects anu: the estimates of

their costs are approved by the ministries and departments.

Technical projects ani estimates are approved by the minis-
tries and departments. An exception are the very large construce
tion projects as well as the construction of new-industry enter-
prises, regardless of their cost > whose technical aspect is ap-
proved by the Council of Ministers USSR. Important in preparing
the right projects and estimates is the stcte committee on conmstruc-

tion under the Council or Ministers USSR.

The project-estimating documentation is used as a basis for
including in the title lists the new Projects which, vhen combined
vith the construction begun in the preceding year, produce the
necessary capacity increment during the plan year and the necessary
material stockpile for the future. The project-estimating documen-
tation also determines the estimated cost of the planned construc-

tion.

The bases for determining the estimated cost of the current-
year capital investments in every constructiaon project entered in
the title list are: (a) the approved estimates or financial calcu-
lations of estimated costsy (b) the utilization of part of the

-87 -
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estimated coste (for construction continued from last year)s and

(c) comstruction periods. These data determine the volume of above-
1imit capital comstruction for different ministries as well as for
the nationel economy as & vhole. To this should be added the budget

figures on below-limit construction and the principal purposes for

which it is designed. gThe total of above-limit and below-limit

construction represents the entire volume of state capital invest-
ments in the estimated construction costs (in our example it is

2 pbillion rubles).

The estimated cost of the entire annual volume of capital
works thus consists of the cost of the different comstruction pro-
jects during a given year. Consequently the problem of reducing
constructicn costs must be decided vwhen the estimates of the cost
of individual construction projects to be included in the title

1ist are made.
that is the estimated cost of construction based on?

A cost estimate is made on the basis of the technical pro-
Ject, approved consolidated estimate porms and approved price in-

dicators.

In a technical project provisions are made for the construc-
tion and technical characteristics of any one object of construction}
this is further used as a basis for establishing the nature and
quantity of the various go-called conmstruction elements or types
of vork (m3 foundations, m3 earth-moving Jobs, n® plastering jovs,
etc). The expenditure of meterials, working time, and machine
shifts on each comstruction element 48 computed oo the basis of

the manual listing the consolidated estimate norms. Finally, the
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approved price indicators and price 1ists make it possible to in-
clude the established cost of materiasls, working time ana machine

shifts in the estimated coste.

Established on the basis of the technical project, consoli-
dated norms and price indicators, is a so-called breakdown estimate
of a particular construction project representing the estimated cost
of each comstruction element based on the approved norms and prices

as applied ‘o the particular construction project.

Thus the title licts of capital construction are made up on
the basis of the project-estimating documentation prepared before-

hand.

Supposing that the balance sheet of a certain industry's
productive capacity calls for the introduction of new enterprises
during the plan year with a total productive capacity of 2 million t
of cammodities. Supposing it is also necessary to create a material
reserve in the comstruction of enmterprises of a total capacity of
5 million tj the enterprises accounting for 4 of these 5 million t
are to go into operation next year, and the rest (totalling one
million t) are scheduled to be cammissioned one year after the plan

year.

Moreover a definite portion of the new productive capacities
introduced during the plan year is found to be short of the necessary
mterialresemc&rrlndmrfmlaatyurtotheutmtoto.s
million t. That portion must be made up, say, by delaying the con-
structicn of smell enterpriees which can be started and campleted

in less than one year.
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In this case, although the new productive capacities intro-
duced during the year amount to only 3 million %, the new construc-
tion projects to be selected for inclusion in the title list should

have a total productive capacity of 5.5 million t.

The drawing up of comstruction projects and their approval
precede the drafting of the plan which is based on such projects.
For this reason, the methods of compilling a title list should be
governed by the project-estimating documentation since the same
practice is used also in plan drafting. This, of course, does not
preclude the possibility of eliminating fram the plan any particuler
project which had been worked out, for example, without taking into
account the latest technologicsal advance that may improve the de-
velopment of the planned industry. Such a project will either be

substantially changed or replaced by & new one.

With an adequate number of project assignments anu technical
projects on hand, it should not be difficult to select a certain
numver of construction projects with a total productive capacity of
5.5 million t, as shown in our example.\ But the problem is that the

selection of a project must also meet several other requirements.
Of these the following are the most important:

1. The projects must meet the highest requirements of ad-
vanced technology. One of the most important indicators o that 1is

the production cost level of the future emterprises.

2. The projects selected to be commissioned at ceriain time

intervals (at least quarterly) should be in keeping with the natimal

econcmic requirements for the development of proﬂucticm in the par-

ticular industry in tue next few years3 these projects should also
not exceed the given 1limit of capital investments.
- 90 =
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3. The distribution of the planned projecis must be in keep-
ing with the planned changes and distribution of production within

the next few years.

4. The beginning and duration ol the construction of the
different projects should be planned so as 1o prevent the dispersal
of funds among numerous projects which is conducive to higher costs

and slower construction.

In his speech to the ‘1l-Union Conference of Builders in 195k,
H. S. Khrushchev cited & striking example of the harmful effect of

scattering funds to many projects. The Ministry of R.ilrouds, he

sald, has peen building the Askiz-Abaza railroad lire since 1940.

The cost of that construction project is Tk million rubles. Sixty-
four percent of that amount has been spent in the last 13 years.
Five million rubles are scheduled to be spent in 1955. With this

kind of planning the railroad construction will last 19 years.

The right selection of comstruction projects as well as the
improvement in the planning of such projects are closely relsted to
the problen of the efficlency of capital invesunents. This problem
is the object of special consideration and research vork. However
even the brief list of requirements to be met by the selection of
new construction projects shows that the national econonic efficiency
of capital investments cannot be judged by any one isolated indi-
cator. The economic efficiency of capital investments in a social-
18t national econamy can be determined only by the degree of their
conformity to mll the above-listed requirements to be met in the
selection of cobnstruction projects. The planning of & single pro-
Ject in a given area should be governed by considerations of the

bhighest possible econamy in the exploitation of the future project

-9l -
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as well as in its construction. But the problem of the econonic ef-
ficiency of capital investments cannot be reduced to the problem of
the most successful selection of a project fram the point of view
of the profitable cperations of the future enterprise. The selec-
tion of projects is an extremely complicated job. It may be found,
for example, that the construction of project A -- which 1s better
then pro,jeét B from the point of view of the future enterprise's
rofitable operations -- will take 2-3 times as loug as Lhc coo-
struction of project B. This situation, assuming that the commodi-
ty invclved is 1in great demand, may force the concentration of efl-

fort on project B.

J. V. Stalin pointed ot that important as the profitable
operations of i{ndividual enterprises and industries may be, if they
are considered ". . . from the viewpoint oi the entire national
econamy over & perlod of, say, 10-15 years -- which is the only
correct way of approaching that problem -- the temporary and pre-
carious profitability of single enterprises or industries would
gtand no comperison with the higher form of reliable and permanent
profit level made possible by the operation of the law of systematic
development of the national econamy anu by the planning of the pa-
tional economyj the latter also preclude us from periodic economic

depressions which ruin the national economy and inflict colossal

material losses aon the pecple, and insure an uninterrupted expun-

sion of the national economy at & high tempo” (J. V. Stallnm,

B iche: TOb 1 sotsializma v SSSR Liconmic Problems of

Socialism in the USSR/, peges 24-25).

Phis observation by J. V. Stalin is of great methodologicel

significance for the plamning of capital works. The problem of the

-9 -
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efficiency of capital investments planned for a particular period

or for individuml projects can be solved only uhder a thoroughly

integrated system of national economy and from the perspective of

several years.

Hence the enormous importance of prospective valance-sheets
ofrproductive capacities for planning new construction projects.
The prospective balance sheets of productive capacities, in turm,
cannot be drawn up without first defining the prospective develop-
ment of the national economy in the next 5-10-15 years (in varying
detail, of course). The first important prerequisite for the right
selection of projects calls for drafting long range plans for the
developument of the technique and production technology of the in-

dividual vranches of the natiomal economy.

Thus the further improvement in planning capital investments

is closely related to improving prospective planning.

Thus from the point of view of the national economy, the
capital iavestments plan is designed to meet the following majoxr

requirements:

1. The coordination between the volume of capital works and

the accumulated portion of the national income.

2. The establishment of tle industriel structure of the capi-
tal investments in conformity with the econamic and political prob-

lems of the plan period.

3. The use of the balance-sheet of productive capacities as
a basis for drawing up title lists of capital construction, plens

for the introduction of new productive capacities and basic capital
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and plans to create the necessary material stockpiles p for construce
tion by the industries, ministries, departments, and councils of

ministers of the union republics.

The following are necessary for the successful realization

of these plans:

i. long range plans for the development oif the cntire na-
tional economy (in greater detail for the five-year plan , anc in

terms of the next 10-15 years as applied to the basic indicators).

2, Economical projects and estimetes designed to meet the
requirements for the continuous improvement of production on the
basis of advanced technology. The process of cuvstantiating the
capital investments plan fram the viewpoint oI the national econamic
requirements tends to define the precise nature of the requirements
themselves as well as the possibilities Tor meeting them. This also
serves to gradually define enc improve the balance-sheet of produc-
tive capacities, housing, social and cultural institutions, etc,

and, immediately following that, also the title 1lists.

To substentiate the capital works plan, it is not enough to
make certain that it meets the requirements of the national economy
as a whole and is kept within the fixed limits of the capital in-

vestments volume.

The capital works plan nakes its own claims on the variocus
branches of the national economy, on the available labor force, and
on the revenue and experditures of the govermment and various or-
ganizations. BHence the necessity for making adequate material,

labor, anc financial provisions for the capital warks plan.
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CHAPTER IV, MAKIRG THE NECESSARY MATERIAL,
IABOR AND FINANCIAL PROVISIONS FOR THE CAPITAL WORKS PIAN

It vas ascertained in the preceding chapter that the accumu-
lated portion of the national income determines both the necessary
and possible volume of capital investments and the materiel produc-
tion it requires. However, the specific equipment requirements for
capital construction -- that is special types of equipment for the
construction projects to be cammissioned during the plan year --
as well as the concrete requirements of construction materials,
labor, and financial resources are not reflected in the over-all
coordination between the volume of capitel investuents and the na-
tional income. Providing the capital works plan with the necessary
material, labor and financilal resources means establishing within
the plan concrete proportions vetween the development of the pro-
duction of different types of commodities and the requirements of
capital construction; between the training of professional, en-
gineering, and technical workers for comctruction and the need for
such cadres by the caonstruction organigations in conmection with a
given construction programj between the financial resources which
can ve used for capital construction and the required financing of

capital works.

The problem, however, is not exhausted by the mere procure-
ment of the necessary resources for the planned volume of capital
works. The problem is to insure the most sconomical expenditure of

these resources.

The less the need for material, lavor, and, therefore also,
financial rescurces for a given volume of capital investments, the
greater the possibilities for increesing the capital investment
volume itself.

- G5 -
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The provision of all the necessery types of resources for the
capital works plan, therefore, is subordinated to promoting the ex-
pansion of the rnational income by improving in every way the capital

construction on the basis of advanced technoliogy.
What does that improvement cansist of?

First, it consists of an economy in the use of materiel re-
sources in comstruction; second, an iIncrease in the construction
workers' output; third, a reduction in the cost of construction

and installation work.

Vhile from the viewpoint of the national economic requirc-
ments the capital works plan is based on the balance sheet of pro-
ductive capacity, the procurement of the neccssary resources for

the capital works plan is based on the use of the followings

available equipment, rolled ferrous metals, coumercial lumber, saw

timber and wall-building materialsj availaeble labor and trained
cadres; the balance sheet of revenues and expenditures of the cam-

bined financial plan.

In addition to other requisitions » these balance-sheets con-
tain special accounts of the resources required for the planned
volume of construction and installation work , and the balance sheets
of equipment contain also a special account of equipment needs and

acquisitions.

The demands of the plan for construction and installation
work are determined on the basis of the Planned improvement in the
utilization of meterial, labor and financial resources for comstruce
tion purposes made possible by advanced technology.
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The equipment balance sheets are drawn up to include a
laxge nomenclature of various types of machines, implements,; and

mechanisnms.,

The demand of capital construction for a particular type of
equipment is indicated separately (a) for construction projects to e

canmissioned and (b) for the replacenent of outworn equipient.

Although equipment is, as a rule, designed for use by a par-

ticular industry, the demand for many types of equipment (for

example, machine tools and motor vehicles) is normally made by

various industries and depariments.

The factors determining the demend for equipment that does
not require installation ares the volume of work to be perforned
by that particular type of equipmeni during the year; the pro-
gressive production norms per unit of equipment; the equipnent
available at the begirning of the yesr; the poseible additions of
new equipment determining the average annual capaclty that may be
utilized in a given year; the time intervais at which old equipment
15 decommissioned during the year. Different balance-sheets of
equipment are helpful in determining aund meeting the requirenents

for capital investmentis.

Thus, for example, the information required for determining
the need for tractors (reckoned in 15 hp units) in agriculture con-
sists oft the number of tractors available on the first of the yearj
the pumber of tractors taken out of wark (according to the time in-
tervals) during the yeer; the volume of tractor work to be done
during the plan year (in fresh-plowed hectares), including the

busiest season} the output per tractor in a year and in one shift
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(in fresh-plowed hectares); number of shifts worked during the busiest

season.

or thisz it is i tant €0 take account of the seasonal
nature of various types of work. The demand for agricultural ms-
chines must be based alsc on the necessary number of machine-shifits

during the busilest season.

The work load to be carried by the tractor pool of the ma-
chine-~tractor stations is becaming more evenly distributed in view
of the mechanization of agricultural work, the improvement in farm-
ing and stock-raising technique, and particularly since agriculture
is becaming increasingly diversified and specimlized. But the prob-
lem of reducing the planting and harvest-gathering periods mekes it
incumbemt upon the machine-tractor station to have more tractors
and other machinery on hand during those periods than at any other
time. This should be considered when drawing up & balance sheet
of the avallable tractors, and particulariy such implements as

combines and other harvesting machines.

Thus in the balance sheets of equipnment not requiring in-
stallations, the progressive utilization norms are listed as equip-
ment needs. For equipment requiring installation, the resources
required for the capitel investment plan are determined (a) for
construction to Le completed -- according to the enterprises under
construction, and (b) for the replacement of worn out equipment --
according to special certificates confirming the need for such re-

placement.

The progressive norms of equipment utilization are reflected
in these balance sheets not directly but through the velances of
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productive capacity. If, for example, the available metale~rolling
equipment proves inadequate to meet the requirements of the planned
roiling-miil construction, it produces a deficit in the production
capacity for rolled metal. Such a deficit can be liquidated by a

possible improvement of the utilization factor of rolling mills in
production. This, in turn, will mean a smaller demand for capital
investments in connection with rolled metal pro.uction and, par-

ticularly, a smaller demand for rolling equipment.

One serious problem is to make certain that construction
projects are completed on scheduled time. In several casec the
comissioning of completed enterprises is delayed beccuse the
equipment is not received on time and is not complete. Such oc=
currences should be prevented by the ministries requisitioning the
equipment, oy the central planning ¢ ions which work out the
plans for equipmeni distribution, and by the supply and markevirng
organizations which actually provide the equipment for the construc-

tion projects.

The central provlem of equipment planning is to exert an
active influence on the production program oi the machine-building
industry with a view to the maximum possible improvement of the
constructional and operational qualities of the machines and other
implements of productian. In regard to the equipment requiring
installation, this problem is solved primarily in the prospective

balance sheets.

In the annual plaas, the gquantity and coxmposition of the

eqﬂ.;-c:t is wostly predetermined by plens for construction pro-

Jects. If such plans become outdated, however, they should be re-

drafted and improved.
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Even for congtruction projects begun in past years and
scheduled to be put into operation in the near future it is fre-
quently possible to install new and better equipmert than the kind
called for by the plans. This mey prove expedieni even such
changes require additional expenditures for construction and in-

stallation work.

The balance sheet of available road-building machines oc=
cupies a special place in the capital works plen. These balance
sheets are used as & basis for both the capital works plan, as it
applies to the acquisition of equipment not requiring installetion,
and the capitel works plan of the entire national economy ac it ap-

plies to construction and installation work.

In sddition to the vhysical volume of various types of
equipment, the combined volume of availeble products of the na-
chine-building and metal-processing industries expressed in fi-
nancial terms, plays an important part in plenning the capitel

works plan.

The combired volume of the products of the machine-building
and metal-processing industries is distributed according to the fol=-
lowing needs: for the capital investment plan for intraindustry
cooperation purposes; for the gemeral market; for defense purposes}
for repairs (spare parts); for an increment of unfinished produc-

tion.

The importance of this type of balance-sheet 1s explained
first by the fact that it 1s impoesible to determine the available
volume of every type of equipment included in the capital invest-
ment plan. The combined balance sheet of the available products of
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the machine-building end metal-processing industries shows to what
extent the capital investment plan as 2 whole has been provided

with the necessary resources. Secondly, the allocation of machine-
building products for needs of the capital investment plan makes

it possible to define the precise structure of the latter and thereody

a180 the volume of conmstruction andé installation WwOrks.

Making the necessary material, labor, and financial provie

sions for the capital works plan requires, first of all, that a

definite part of the total capital investment be gset aside for the
planned volume of cocmstruction and installation work reckoned in

prevalling costs.

At £irst glance it would appeer that making wllocations for
construction and installetion work presents no difficulties, since
such allocations are provided for in the plans and esticates of the
different construction projects. Actually, however, this holds true
for only the few projects the construction of which is bpegun and
completed within the plan yeor. The overwhelming majority of cone-
struction projects and title lists for the plan ysar are either
carried over from the previous or carried into the next yeer, or

both.

This problem is much simpler in the prospective plans since
the comstruction carryover is much smaller in relatiom to the capi-
tal investment volume of the five-year plan then it is in couparison
with the annual plen. But in the prospective plans, too, particu-
lar attention is paid to the level of development planned for the
final year of those plans. For this reason the same problem of de-
termining the exact volume of construction and installation work,
assuning a large construction carryover from previcus years, acquires
particular meetortheﬁmlmctthcmiwm.

e 101 -
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Consequently the difficulty of making allocaticns for cone-
structior and installstion work is due to the lengthy comstruciion
Cycle and comsists in the fact that in most cases the allocations
for construction and instellation work nust be made not from the
total appropriations but from the appropriations applying to the
current plan year. Would it not be possible to Pix the relative
volune of construction and installation work to fit into the men-
tioned vortion of appropriations just as it ig done for the total
apprupriations for the entire Droject? Let uc assume that in our
example (see title list » vage 40) the capital investuent
made in project No 1 auounts to 100 million rubles which
of the entire estimeted cost of the project. If the Sum appro-
rriated for construction and installation work is 130 million
Tubles, the relative cost of such work will amount to 5% of the
appropriation. Can it not be assumed that an appropriation of
100 million rubles wamld necliude a C&rresponding volute of cope
struction and installation work which would amount to 65 million

rubles in the plan year (65% of 100 zillion rubles)?

In the gresat majority of cases such en assumption would be
vrong. The 100 million ruble capital investment rixed for the
plan year by its very nature differs very much from the 100 mfl-
lion rubles invested during the last yeer. last year comstruction
is contingent primarily upon the investment in equipment. If the
cost of equipment in this cese amounts to 60%, that 1s 60 milliom
rubles, plus some miscellaneous expenditures, the emount left for
construction and installation work will Dot exceed 35-40 millfon
rubles.

Since the structure of capital investments changes at dif-
fmtat-mdmwmwthmpm“t, the most

- 102 -
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precise definition of the volume of comstructiom ard installation
work within the limits of the appropristicns can be mede ounly by
an apalysis of the project and the appropriatiomns themselves. It
is necessary to earmerk the part of the appropriation for each
project to be spent during the year under consideration and to

analyze its structure.

This method of calculation is both feasible and compulsory
for single constructlion projects and the comstruction of a trust.
But such an analysis of the structure of different parts of cone
struction projects by the central organs, particularly in the
drafting of the entire state plan, is practicel onily for a limited

number of very large capital construction projects.

True, some ascistance in this respect is offered by the ma-
terials submitted by the ministries and departments vhich, in the
f£inal apnalysis, are vased on the figures applyirs to sirngle con-
struction projects. But, in the first plece, these materials re-
quire checking. We have not yet entirely eliminated the narrow-
depertmental approach to the business of planning on the part of
certain economic leaders., nd yet it is the comstruction volume
and installation work that determines the amount of material funds
to be allocated from a centralized source, the totel payroll, etc.
Add to this the fact that the construction organisations working
on a contract besis are primariiy respansible for the practical
realization of the construction and installation work, and it will
became cleer why the ministries and departments frequently exag-
gerate the required volume of construction and installation work
to be performed within a given limit of capital investments.
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Secondly, the all-state planning organs as well as the minis-
tries and departments begin to work on their plans long before they

receive any information from the localities.

Thirdly, the planning work goes through several stages, the
title lists undergo several changes and it is impossible to make

local inquiries about the different variants of the lists.

Thus the problem of defining with adequate precision the
volume of construction and installation work for the different
ninistries, departments, and councils of ministers of the union
republics acquirez a great national ecanamic importance. The im-
portance of this problem is increasing with the growing scale of

construction.

As far back as 1953 the volume af construction and instal-
lation work was more than double that of 1940. In the Tirst &

years of the Fifth Five-Year Plan alone the volume of consiruc=

tion and installation work was increased by 50%.

A definition of the volume of comstruction and installation
work for individual ministries and departments and for the national
economy as & whole is possible also without a special examination
of the plans and appropriations for individual comstruction projects.
This can be dome, first, on the basis of the statistics of the
past yeers and, second, on the basis of the relative volume of
construction and installation work wvithin the comstruction appro-
priations for any particular industry. Using these figures, it is
possible to define very precisely the relative volume of constauc-
tion and installatics work within the total capital investment

volume by taking into account its relative volume in the past years

Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81-01043R001000050007-4



Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81-01043R001000050007-4
\ p——

.

as well as 1ts relative volume within the total appropriations.

¥hat grounds are there for allowing this type of nethod for
a ministry as a whole and vot permitting it for individual comstruce
tior projects? In owr example, the relative volume cf construction
and installation work within the planned capital investuments cannot
be considered a3 identical with the relative voluue of such work
within the total volume oi appropristed capital investments. The
same applies to the construction carried over from iast year. In
the case of & nministry as a wihcle, however, =z nunber of projecis
are veilng compleved and olthers begun at the same time, end the

projects under continued coanstruction, rraw last year and intc

next year, are in various stages of completion (somc projecis as

of the first of the yeur, others as of the year's end). It may be
assunmed roughly that since the consiruction projecte are at diifer-
ent stages of completion, the relative veiume o constructioo and
installation work characteristic of the particular industry and
supported by the statistical figures for previous years as well as
by plan and appropriation fisures is applicable to the mentioned

construciion projects taken as a whole.

Thus if, according to our example, the relative voiume of
construction and installetion work characteristic of this particular
industry is 65%, it camnot be applied for continued comstruction
projects, as may be seen fram the foregoing. But there =re some
grounds for applying this relative volume -~ with 8 certain degree
of proximity, of course -- to all the continuous comstruction pro-

Jects taken as a whole.

Let us take tie following example of an industry in which the
relative volume of construction and installation work accounts for
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about 2/3 of the eppropriaticus for the comstruction

projectss:

(in million rubles)
Capital
invest~
ments
during % of
budgetary
costs

1. Comstruction
carried ovexr
from last
years
A.
Bl
Ct
Total
Construction
carried over
into next
years
D. J 50 85 85
E. 300 5 83
F. 400 350 260 ™
Total 1,000 T50 75 595 19

Grend total 2,000 1,000 50 650 65

With all the difference between the relative volumes of the
construction and {nstallation work of the 2 groups of constructicn
projects, the average volume of construction and installation work

emounts to 65%.

Undar conditioms of more or less even capacity accretion

such a situstioc is quite paturel. If the degree of completion of
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For many construction projécts continued frau last year and
those carried into next year, the capltal investments as z vhole
contain approximately as much investment in the last stages of

is required G complets the camstruction projects
which will pass through the first stages of construction during the

current yeaxr.

The rapid tempos of capital construction, howvever; call for
substantial changes in such calculations. The assumption in our
example is thet the degree of comstruction completion is the same
at the beginning and the end of the year (the budgetary cost of the
projects under construction at the begilnning and the end of the
year is one billiom rubles). As a rule, however, unfinished pro-

duction teads to increase.

Let us see how this same calculation is made on the basis

of the title list, used by us as a hypothetical example (see page

80), which envisages the possibility of increasing unfinished con-

struction.
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Construc- % of
% of tion and capital
budgetary 4installa-~ invest-
costs tion vorks ments

3,000 1,60C 53.3 1,130 70

Conctruction project No 10 appears in both parts of the
table since it has been continued since last year and will be care
ried into the next year. If it were not counted, the average ratio
between the capital investmenis and the budgetary costs in the first
group would be 25% {(that is the percent of completior in the first
group of comstruction projects on the first of the year was 75),
and in the second group 75%. The mum total of these ratios is
either close to 100% or equals 100% (if comstruction project No 10
18 not counted).

In absolute terms, however, tae degree of construction come
Pletion at the end of the year is considerebly higher than on the
first of the ysar. The budgetary cost of the products under cone
struction at the beginning of the yeur was 1.6 billiom rudles, and

Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81-01043R001000050007-4



Sanitized Copy Approved for Release 2010/10/07 RDP81-01043R001000050007-4

by the end of the year it was 2 billion rubles. And although the
percent of comstructicn completed by the first of the year is close
to that of the year end (especially if project No 10 is excluded),
the relative volume of comstruction and installation work rose to
an average of 70%. That means that using anly the relative volume
of construction and installation work within the appropriations
(which in this case is approximately 65%) as & basis for calcula-

tions, could lead to grave mistakes.

It is the over-all result of the correlation between con-
struction and installation work and capital investments that is
shown by the statistical figures for a number of yearsj that re-

sult is affected also by the increase in campleted comstructiom.

However evem the hypothetical examples cited above show
that the application of the statistical figures to the plan year
without substantial corrections is fraught with serious errors.

It can be applied only for an approximate estimate.

what exactly are the corrections to be made in these calcu-

lations?

5 A study of the statistical figures makes it possible to es-

tablish the changes the relative volume of construction and instal-
lation work is undergoing at different stages of construction in

the industry under consideratian. Knowing these changes (and they
are fairly typical for the industry under consideration), it is
possible to introduce differentiated relative volumes of constIuce
tion and installation work for sach above-limit construction project.
The title list contains a precise definiticm of the comstruction

mdmmm(uitummuthecmhumm
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the capital investwment in the particular project over the entire

past period and the budgetary cost of the project).

The consolidated accounts of the volume of constructicn and
installation works play an exceptionally important part in nationul
econamic planning. It is- therefore very important to improve then.
At any rate, the consolidated accounts of the volume of construction
and installation work must Ffirst be applied to individual industries
and only then to the nautional economy as a whole. The point is
that a change in the structure of capital investuents has a telilug
effect on the relative volume of consiruction and installstion work.
Thus in 1945 the relative volume of comstructiaon end instellation
work in the ferrous metallurgical industry amounted to 75~77% of
the appropriations, in the machine-building industry 50-55%, in
the light industry 60-65%, and in housing canstruction 96-97%.

With such differences between the relative volumes of construction
and installation vork of the various industries, any change in the
industrial structure of the capital investments affects the average
volume of construction and installation work of the nationsl econamy

as & whole.

Thus, for example, the 1554 capital investments in the entire
national econcmy vere increased more than threefold compared to 1540,
and the capital investmests in housing comstruction during that ssme
Period were increased more than 6 times. The expanding relative
volume of housing construction within the total volume of appropri-
ations involves a correspanding incresse in the volwme of comstruce
tion and installation work, since in housing construction the latter
volume s close to 100%.
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The calculation of the volume of construction end installa-
tion work for different ministries and departments should also be
differentiated according to the aifferent industries if possible,
since the cepital investments of an industrisl ministry, for example,

also inciude investments in housing and cultural construction, etc.

The material requirements for capital construction are de-
termined on the bases of available material stocks of metal, lumber,
cement, and wall-meking materials. In the balance sheets of ma-
terinle drawn up by the goverument central planning organs the ma-
terial requirements for conetruction are determined by the volune
of construction and installation work of every ministry and the
quantities of materials to be used per one million rubles of con-
struction and installation work. In these calculations priority
is given to the most important construction projects scheduled to
be commissioned, and provisions are made for supplying them with
all the necessary construction paterials and equipment in fuil con-
formity with the plan for Iinancing them. By distributing the ma-
terial funds ellocated for construction purposes &mong the vardous
projects, the ministries are able to solve the supply problem of

all construction projects.

The problem of providing the construction projects with all
the oecsssary moterisl and +ecimical supplies requires that the
deumotmterialandeq\mentbetimd so as to speed up the
4ntroduction of basic capital end particularly the completion of

the most important projects scheduled for commission.

rummmmnmmmmmm-umm
umwamumwmmmdmm
shest of available mwtal, lumber, m,wwmm.
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Capital construction requires comsiderably more cement and

walle-making materials thar lumber, and much less rolled ferxrous

metal. It nevertheless accounts for more than 1/5 of the rolled

metal.

The establishnent of correct progressive norms for dilfferent
industries is begun in the first stage of drafting the national
economic plan inasmuch as the changes in the industrial atructure
of the construction and instellation work serve to change the norus
of meterial expenditure. These norms fluctuate charply according
to the particuler industries. Thus, for example, the expenditure
of cement per nillion rubles of construction and inctallation work
in the construction of power plants is 3 times that in the con-
struction of lumber and paper industry erterprises, and l/ 3 higher
than in the construction of machine-building enterprises. In the
coal industry, the expenditure of lumber materials per one million
rubles of construction and installation work is spproximately twice
as high as in the machine-building industry. With such fluctuations
it is impossible to use the averasge norms for the national econamy
or for a particular rdnistry. Account should be taken of the charge=
ing industrial structure of construction work. A strict account
should also be kept of the changing nature of construction and in-
stallation work at the different stages of comstruction of differe
ent projects. 711 this requires that the planning of capital works,
for a particular ministry or on a national scele, be based on con-
crete data which, in turn, are besed an the figures for individual

comstruction projects.

Allocations of materials made on the basis of the averauge
index, one million rudbles of construction and imstallation work,
invoive serious shortcomings since they are not designed to take

*ll2 -
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inte account the structural aspect of the work. One million rubles
of construction and installation work is structurally different in
different cases. In one case, for example, the major joo is earth
work, in another it may be finishing vork, in still another; Iin-
stallation work. The iuprovement in the allocations of neterlals
and lsbor for construction purposes calls for defining the work

volume in natural rather than in monetary terms wherever possible.

The planning of material expenditure norms must take into
zccount every possibility Tor economizing metal, lumber, and other

naterialo.

The motesinl expenditure norms are established, first of
all, on the basis of the best lndexes attoined in the process of
construction itself. Hence the necessity for a thorough study of
the leading experience amassed in construction with a view to sup-
porting the mentioned norms with a systen of concrete measures de-

signed to introduce and popularize advanced construction methods.

The planning of material expenditure norms must also teke
into account the sdditional economy mede possible by the adoption
ofindustrialnsthodsutconstmtﬁonanﬂtheuse«mmd‘focuu

materials.

The substitution of ferroconcrete structural components for
steel ones can produce a very large econamy. In the comstruction

of ope-story industrial buildings, the expenditure of structural

steel can be cut by more than 1/2 by incressing use of fexroconcrete.

In housing comstruction, the use of prefalricated ferroconcrete
mmmwman-wwao—es& The large-scale
mdfmmmMMn‘maw
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industrialization of conmstructiom, a greater output of prefabri-
cated buildings and installations, a higher productive efficiency

of the projects under comstruction, snd shorter construction periods.

To pursue the aim of construction industrialization, it 1s
necessary to make allowances in the balance sheets of construction
materials for the possible progressive changes in the quantities

and types cf such materials to be used in construction.

The use of prefabricated ferroconcrete parts, lzrge panels,
and large well blocks not only reduces the material expendltures
required by the particular comstruction project, but also shifts
same of the expenditures from the canstruction site to the plants.
The construction site then becomes a sort of an assembly department
while the coastruction departments are transferred to the plants

manufacturing the variocus structural components and parts.

The effect of the further industrialization of construction
on the balance sheets of construction materials will be, first, an
increasing relative share of factory-made structural camponents and
purtsj second, the expenditure column of the valance sheets of metal,
cenmt,andlubervﬂlshuanumugdmdonthepartotthe
plants producing structural components and parts and a correspond-
ingly decreasing demand by the construction organizatiocus.

The planning of material supplies for the construction
program must exert a strong influence on the production and con-
sumption af construction materials, make the necessary provisions
for reducing the expenditure of construction materials and promote
tb]‘neﬂmlemmmﬂthhmtwwm

materials, structural components, and parts.

- 11k -

Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81-01043R001000050007-4



Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81-01043R001000050007-4 &

The production of construction materisls in the USSR is de-
veloping at a rapid pace. Campared to 1940, the 1954 production
of cement by the enterprises of the Ministry of the Construction

Materials Industry USSR incressed 3.4 times, the cutput of slate

6 times, brick 3 times, window glass 100%, ete. The construction

materials industry, however, does not adequately meet the needs of
construction. The industry is still slow in mastering the produc-

tion of important construction components.

T¢ was pointed out ah the 1954 builders' canfersnce that
the output and introduction of structural componsnts and parts were
developing vexry wunsatisfactorily. For exawple the 1954 demand for
prefabricated structural components vas % million cu m, while the
productian of such components anounted to less thsn 2 milliom cu m.
With an annual demand for plaster board for partitions and covers
amounting to 2.72 nillion cu m, the output of those materials

planned for 1954 was only 433,000 cu m.

The buildings with ferroconcrete frames put up by the
Ministry for the Construction of Enterprises of the Metallurgical
and Chemicnl Industry in 1953 accounted for only 8.5% of the total
buildi.nsspeccaddeddurmstheyear, and in the case of the
Ministry of Construction USSR, the figure was only 16.5% of the

total building space put into operation.

mmmwwmmummmawmmu-
wtamm-w, gtructural parts, and com-

wuwmwﬂnmmﬁmedm-

cated fexrroconcrete.

mammummmnmm«mm
mn,ummmm,uwwm,m

.m-
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its costs and improve its quallity by industrializing the construce
tion process. The basic element of this problem is the large-scale
use of modern prefabricated structural components and parts in cone

structian.

Perrocoscrete is the most wiversal and durable type of con-
struction materinl. The use of ferraconcrete could save 60% of the
steel and reduce the cmount of labor required in construction to

or l,’!& as compared with the use of monoliithic concrete. The
of ferroconcrete in the anounta fixed Jor 1955-1956 will reduce
demand for structural steel camponents alone by one miilion tons.

Particulerly effective fraoz an ecconcmic point of view are prectressed

structural camponents which reduce the expemditure of steel i‘qr

construction purposes 2.5-3 tines.

On 19 August 1954 the TsK KPSS and the Council of Ministers
USSR adopted a decision "on developing the production of prefabri-

cated structural campoments and parts faor construction purposes.”

An All.Union conference on the use of ferroconcrete and
concrete vas held in May-June 1955. The conference adopted im-
portant decisions and recamendations designed to further the

progress of the construction industry.

mmmlpmfcmwummdpmmmdrm—
cmmuatmctmlcmentsmm,wmedrminmdﬂ-
msmdmrmmsmtmcmmummwsxalgm-
gwtxssk,mwasmwmmm. It has been de-
cﬂdtutmwwcﬁmofmmtmmml
wmmsmmummgmnmm-ulg%m
BM@!blﬁ?mw&mmW9.&m-
1icn cu m.
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Prefabricated ferrocancrete will play en important role in
implementing the extensive program of capltal comstruction required
to promote sgricultwal production. The large-scale use of pre-
fabricated ferrocomcrete is needed particularly for consiruction
in the virgin land areas. Ten Plants and 3 ali-purpose construce
tion sites for the production of ferroconcrete structural conpo-
nents and parts are scheduled to be built in 1955 in the virgin
land reclamation areas. The prefabricated ferroconcrete will ve
used to camstruct grein-storage pleces and warehouses. Such plants
and production sites will be built in the Kurgan, Vest-Kazekhstan,

Pavlodaur, end North-Kazakhstan oblasts and in /ltai Kray.

The industrialization of comstruction requires that the cone
struction organizetions discontinue Producing their own construc-
tion materials and vparts. But the wide gap between the industry's
output of construction materials and the demand for them will have
to be filled by the canstruction organizations. Thus until recently
the Ministry for the Construction of Enterprises of the Metallurgical
and Chemical Industry was campelled to produce up to 80% of the
necessary wall-meking naterials, all of the wooden and ferrocone
aeteatnwtmlcaqpcnentaanﬂporu,anduptosofaotthelmber
materials, and mine almost 100% of the nommetallic constructian
uaterials in its own enterprises, logging cemps, and quarries.

The construction industry is experiencing a severe shortage of
technical sanitation equiyment, high-strength cement for ferrocon-
crete production, thin sheet metal, éalvanized roofing metal, and
steel cables.

mWanﬁmt&ﬂnmm
mmmﬁ-u&um“mmm;.
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The builders neced large quantities of prefabricated ferroconcrete
parts and structwal components, strang end quick-berdening cemest,
large slag, silicate, ceramic and brick blocks, perforated brick,
construction slate, insulstion materislis, etc. So far the output
of these progressive manufactures has been inadequate. There io
mich talk about large silicate blocks, for example, but their mass

preduction oy industricl methods is still nonexistent.

The decisicn of the 'm’ and government ﬁMdes for a progranm
designed to bring about a sharp increase in the output and improve-
nent in the quality of comstruction materials in the next few years,
To promote the further expansion of construction and the productiom
of prefabricated structural compoments and perts, the 1357 output
of cement will be increased 1.6 times, as compared to 1954, end the
production of quick-hardening cement will be brought up to 2 nile
lion t. Provisions were made for stepping up the production of
Plaster board panels, hollow brick, stone and ceramic facing
Plates, fibrous wood piates, linoleum, and other materials and
parts. The output of wall blocks -- made of concrete, slag cone
crete, naturel stone, and brick -- in 1958 is scheduled to be 3.7
times as large as in 195k.

All this will advance the comstruction of buildings and in-
stallations a step nearer tc the conveyor method of production.

The construction materisls industry is still slow 4in intro-
ducing progressive production methods.

In many brick-making plants, the average monthly cutput pexr
cubic meter of kiln is from 800 to 1,400 bricks. -/t the same time
the leading plants using the Duvanov progressive kilning method
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managed to raise their output Z,400-2,500 bricks. It has been esti-

pated thet the country's brick productiom could be doubled without
any additional capi'ba.l i{nvestments if all the plants used the Duva-

nov kilning method.

The balance sheet of labor forces and specialists drawm up
on a naticnal economy sScale teke into account the required numerical
inerease of vorkers and specizlists in the building trede. Of par-
ticular importance are the balance gheets of prospective labor re-
sources and their utilization. These balance sheets are used &s
a basis for the current program of training gpecialists as well as

qualified comstruction workers.

A high rate of construction expansiom can be secured ouly
vwhen labor productivity in construction is increasing. The major
prerequisite for the coordination between the available labor re-
sources and ihe capital works plan, therefore, i3 the all round in-
provenent of labor productivity in construction work. From the
vievpoint of planning methodology, that means thet labor produc-
tivity (output) 1s to be determined first, and the number of work-

eraistobedeteminedonthebasuotthatoutwt.

The indicator of the volume of construction and installation
vork per average worker, exprassedinb\dscta.rycost,isusedaa

an indicatar of labor productivity.

mpmsot‘mmmmmnmmm
first of all take into scoount the highest indScators sttained by
4he comstructiss tTusts, secticss =nd hrigedes. And Sust ldke the
planning of material expenditures for canstruction purposes, this
mfw-wmdmmaufww
MWWwMMW.
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The neture of construction and installation work varies with
different years., In view of this, the index of levbor efficiency
pased on the volume of comstruction and installation work and used
for calculating the labor resources required for the canstruction
progrem should be the £inal, not initial, index. The initial in-
dex to be used for calculating iabor productivity is the quantity

of materials expended on {ndividual construction projects.

The planning of increasing labor productivity must teke into
account the venefits tc be derived from the further industrialization
of comstruction. The increasing use of the prefabricated method of

construction serves to save a great deal of working time.

Thus, for example, the substitution of large slabs for ordi-
nary bricks makes the work of the comstructior workers easier. It
takes approximately one million bricks to build & S5-story building.
They have to be moved, raised, apd 1aid into walls. Each brick
rust be handled at least 7 times before it is laid in place. Many

bricks are crushed in transportation.

The vse of large slabs in comstruction facilitates a sharp

dncrease in labor productivity. Tt takes 2 bricklayers to put up

a3.5m3br1cknllin8hmxrs. Two workers using large slebs can

p.\tup25n3m1atthe same time. This means a T7-fold increase
in labor productivity. The use of large slabs in construction also
reduces the use of bricks which are still a basic wall-making ma-

uﬁ&l-

mmam1uwmuwm1mmbymm
of prefabricated ferroconcrete in the shape of plates, besms, columns,
cover and wall pepels, girders for cranes, foundation slabve, flights
ammm,mmm,mmw.
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fhe planning of additional qualified labor forces is based
chiefly on the training of construction workers in the labor reserve
systen as wvell as in special schools attached to the construction

combines.

Betweer 1940 and 1954 2,219,000 building trade vworkers were

trained in factory-and-workshop schools and trade schools.

The increasing use of prefabricated ferroconcrete in produc-
tion will also increase the dewend for workers qualified in es=-

sembling ferrocamcrete otructures.

The ligquidetion of the turnover in labor is un important
problem in the matter of securing the required labor force for
construction projects. Many enterprises lose coout 1/2 of their

labor force during the yeax.

The present fluctuation of labor io not priuarily due to
seasonal production. The conotruction sites are now well equipped
with comstruction wechanisms, the work has been mechanized to &
higher degree and the output of prefabricated ferroconcrete struc-
tmlcmentsandpartsbaabewgrouinsfrmywwyear. A1l
that made it possible to eliminate the seasonal feature of camstruc-

tion and its dependence on the time of the year. The seascnal 85~

pec‘tofproﬂucﬂmaaamspmmmmm.

Ope of the reasons for the lsbar turnover in comstructien is
tiet in meny cases more then 1/2 the construction vorkers are still
posrly qualified. And it is thds unqualified contingsut of workers
that accounts for the labor twrnover.

mmmmmm—-wwmm

vorkers, 1tumwmmncwmnm
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congtruction projects for auxiliary workers to learn trades, for
beginners to improve their qualifications, and for quallified workers
to leaxn 2 or 3 trades. Another prerequisite for the struggle
against labor fluctuation is the constant care of the daily needs

and cultural amenities of the construction workers.

It was reported in the press that the labor force of the Kiev
construction and installation trust has been changing every year
due to the lack of housing. In 1954% the trust built less than 2u%
of the housing for its own workers. But in the past 3 years the
trust lost about 300,000 rubles by paying the travel expenses of
the contractual workers fraom the villages to the city. This is

equivalent to the cost of a cozmunal house for 10C people.

The effort to create permanent quelified cadres is an in-
tegral part of the struggle for the industrialization of construce

tiaon.

The KP and the govermment have outlined important meesures
designed to provide housing for the comstruction vorkers and to ine
prove their treining systen and daily and cuitural services. The
vasic cadres of the continuously opereting contract comstruction
organizations must be provided with adequate living space in well
built houses during 1955-1957. The construction ministries and the
Main Moscow Comstruction Trust under the Moscow city executive com-
mittee are duty bound to build and commission 5.3 million sq m of
living space, kindergartems for 22,000 children, and nurseries for
1%,000 children in 1956-19573 103 clubs must be built vithin 3 years.
The comstruction workers will also get 10% or the living space in
the buildings built for other clients.
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Provisions have been made to improve the organization of
public catering at the comstruction sites as well as at the enter-
Prises of the copstruction materials industry.

Under the vicious wage-paying practice that came into use in
the construction industry, the workers ars paid accarding toc the
adninistration to which the particular comstruction is subordinated;
vorkers doing the same kind of work in projects located next to each
other receive different wages. The shortcomings in calculating the
wege and labor scales of the comstruction vorkers are conducive to

a2 large labor twrnover and lower labor productivity.

On 23 August 1955, the Cemtral Camittee of the CP USSR and
the Council of Ministers USSR approved several measures designed to
eliminate these shortcamings. Accarding to one of these measures;
effective on 1 January 1956, all the ministries and departments are
instructed to use uniform output norms and valuations of construce
tiw and installation wark, unifaorm rates-and-qualifications manuals,

and nev uniform zomal differences in rates and prices.

Amifmn?-yadeuaeeaealeﬂllbeintroducodon 1 January
1956 for alil workers employed in construction. Also to be introduced
is s uniform scale of progressive Plece work pay. If the output

quotaiaoverfulrmedqptozoi,thcptecemkmmmincreased
wso;,mnmmmnmummzoﬁ,mpmm
rates are doubled.

ma'swmmmwmmdmm
mwmmmxmmwuwuumm
thmmtmm&mmmﬂllblp
mummmmamm.
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Gne of the mejor purposes of the financisl plan of the na=-

tionel econonty &5 a whole is the financing of the capitel works

plan.

‘he proportions of meterial expenditures and the proportiaons
of lebor distribution among the various industries can have real
meaning only when supplemented by & coordination between the revenue
end expenditures of the state (state budget ), verious state and co-
operative organizatious (balance sheet of income and expenditures),
and the population (a balance sheet of the people's financial in-
come and expenditures). Indicated in the national economy plan, in
addition to the budgetary cost, is the actual cost of comnstruction
during the given plen year and the task of cutting construction costs
st411 more in comparison with the budgetary coets. The directives
of the Nineteenth CP Congress on the Fifith Five-Yeor Plan provided
for a general increase in the volume of state capital investments
in 1951-1955 of about 90f and a 60% increase in government appro-
priations for construction purposes, as campared with the Fourth
Five-Year Plan; the remaining 30% vere made up by reduclng coustruce
tion costs through higher labor productivity, reducing overheed ex-
penditumandpricesonconstructimmmlssnd.qujmmt.

mcmmdfwcmmmmmmmmw-
tmaummumminmmmmmmm
rtmcm“mmmmmmummmmm. The
mtixemlmedthempimmamdebyammdw-

muvemmumummmmmm.

mmmdmmmmmmtmm,mm
m-wmmu,nmmmwmwmm
mmmm«mwmrammu
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budgetary costs. The profits of the construction organizations pro-
vided for in the budget as well as the surplusec accumuleted by re-
ducing the cost of comgiructlon and installetion vork, as campared
with the budgetary costs, are reflected in the revenue column of

the financial plan.

The volume of coanstruction and 4nstallation work performed

in a routine manner is indicated in the expenditure column of the

plen minus the ecanamy (to be achieved by reducing production costs ),

that is, in terms of planned production costs.

The cost of purchased equipment is reflected in the expendi-
ture column in prevailing prices. The financial plan also reflects
the equipment actually acquired during the year, while the capital
investments plan does not include the equipment acquired, but not
yet installed, during the plan year. On the other hand, the capi-
tal investwments plan does include the previously acquired equipnment

vhich is installed during the plan year.

All thepe peculiar methods of including various parts of
the capital investments plan into the financial plan must be talen
4{nto account when auditing the financing of the capital investments

plane.

The £inancial plan reflects in swamary form the entire
emmwmpmmwmmw
the basis of an advanced technology. It is used as a strong eco-
Mcmrummmmmmamummm

every WVaYy.

mmmm“mmmmmmmn-

mmummrwmmuﬁumcm
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petional income into consumption, accumulation, and reserve funds

through the medium of the financial plan.

The substantiation of the capital vorks plen, as we have
seen, is based initially on the cooniination between the capltal
works plan and the national income. Furbher, the capital works
plan comprises o system of balances wvhich are expressed as propor-
tional capital construction in the national economy. Finally, the
Pinancial plan again calls for the coordination between the already
elaborated and detailed capital works plan and the balance-sheet of

national incame.

CHAPTER V. PLANNING THE CONSTRUCTION INDUSTRY

The construction industry is en independent specialized
of the national economy. The USSR's comstruction industry now
bines several thousand cantracting organizations which account for
more than 60% of all the construction work. The contracting argan-
izations' relative share of the total volume of comstruction and

installation work continues to grow.

Capital comstruction is carried out by 2 methods, the con-
tractual method and the client method (the word client is used here
for lack of a better equivalent of the Russian term "xhozaistvenniy"
or "econamic” which is not descriptive of the menticped method --
Trens.).

The contractunl method of construction is the more effective
one. According to this method, the comstruction wvork is carried
out by 8 self-supporting comtracting comstruction organization spe-
cialising in construction wark it has its ovn maderial-tecimical
base, mechanisms, tremsportation facilities, vorxing cepital, housing,

-m.
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and permanent construction cadres. As a rule, the congracting or-
ganization hss &ll the facilities for industrialized consiructiom,
thet is for making large-scale use of finished construction parts,

semimanufactures, and factory-made structural camponents .

The client method of construction is carriled out by the or-
ganization for which the construction project is meant. In such
cases the possibilities for speciamiization are quite limited, the
cadres arc not permanent, etc. Since canstruction is not the main
function of the particular organization, it has no stromg incentive

for improving the method of constructiom work.

The sphere of activities of the contracting comstruction or-
ganizations in the USSR is being oystomatically expanded. In several
of their decisiomns, the KP and govermnment emphasized the need for
strengthening the contracting construction organizetions. This does
not mean that the client method of construction may be discontinued

altogether since it is impossible to discontinue relatively small

comstruction jobs. The contractusl method, however, must account

for an ever increasirg share of comstruction.

At present the contracting comstruction organizations are
cambined into the following seperate specialized ministrxies: the
Ministry of Comstruction of the USSR; the Ministry for the Construc-
tion of Enterprises of the Metallwrgical and Chemical Industry, the
Ministry for the Comstruction of 0il Industry Enterprises, the
Ministry for the Comstruction of Elsctric Power Plants, the Ministry
of Transport Construction, and the Ministry for the Urben &nd Rurel
Construction of the USSR. The housing and civilian comstruction in
Moscow is carried out by a lnge territorial canstruction administra-
tion, Glavmosstroy. Contructing construction organisations are
available also in the nonconstruction ministries.

-12‘-
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The construction and installetion work performed by the
mintstries and depsrtments by the so-calied client method, that is
without the aild of contrecting organizations, is listed in the capi-
tal works plan under the neme of the perticular organization. The
vork performed by special contracting organizations is indicated in
the capital works plan under both the client ministry and the con-

tractor ministry.

The part of a ministry's capitsl works plan to be performed
by contracting organizations is turned over to the contracting
ministries along with the specifications for comstruction and ine-
stallation work, labor output, utilization of machinery and materials,
and the cost of construction and installation work; the volume of
canstzuction end installation work is distributed among the mentiamed

ninistries.

Acting on the basis of the approved plan for the development
of the national econamy, the clients and contractors conclude the
following agreements with each other: a general agreement covering
the entire volume of work provided for by the gemeral comstruction

budgetanddj.rectwtaccnrmgdmneprbsofthebudm.

Agreements are also concluded between the general contractor
and variocus specialized organizations on subcontract work such as
technical-sanitation, hydrotecinical and electrical installation

Jobs, etc.

Work assignments to various construction trusts are made by
ministries and main administratione ou the basis of the approved
state plan and agresments. The comstruction trusts, in turn, ap-
prove the anmml, quarterly, end momthly plans for the comstruction
administrntions.
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The comstructicn crganizetions not only get their quantitative
and qualitative assigmments in conpmection with canstruction and in-
stalletion wvork. The plan also specifies their rights tc acquire

the materic. and financial resources necessary for implementing

their plan. The comstruction organizations are given vorking funds,

payroll funds, a plan to secure the required qualified labor force
for comstruction work, etc. The contracting comstruction orgaviza-
tion operates on a self-supporting basis. Its accounts with the

client are settled upon the latter's acceptance of the comstruction
i{tems, which are estimated individually, or larger structural com-

ponents.

By its economic structure the camstruction industry is actu-
allypertofhuvyhﬂustrybutinmryupectotthephn it is
singled out as a separate independemt industry.

Ttu one feature in common with the rest of the industry is
that the comstruction industry produces & material product without
the aid of the natural reproduction process while in all branches
of agriculture the econamic process is interwoven with the natural
process of reproduction. However, in viev of the peculiar charac-
teristics of the comstruction industry, its development is planned
mwmdznm“mmmmmmm-m-am
industry as a whole. Thus, for example, the groes output of the
industry does not inclule the output of the construction industry.
The same is true of the indicators of labor productivity, reduced
costs, etc.

The comstruction industry is listed in the plan as a special
mmm«mmman-mm.
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The construction industry "puts out" basic capital. The ma-

terial aspect of the congtruction industry’'s output is embodied in

the commissioned plants, mines, machine-tractor stetions, rallways

and other roads, buildings designed for socisl-cultural institu-
tions, etcy 8ls0, in construction pegun by the end of a given period

and representing unfinished plants, mines, roads, schools, etce.

Strictly speaking, the gross output of the construction in-
gqustry should also pave included the cost of all the above-listed
projects, both finished and unfinished. Actually, however, the
planning connected with the construction ipdustry contains one sube-
stantial exception in the general rule of calculating the gross out-
put. The cost of the equipment subject to installation is not in-
cluded in the gross output of the construction industry. These are

the reasous for its

First, although 4t accounts for & 1arge relative share of
the cost of the canstruction projects, the equipment does not re-

quire any additional processs.ng;

Secmd,th‘incluaimof‘chccostofeqmummal
cost of the coastruction output would nake it aiericult to compere
the partion of the output volume of various organizations or of
different periods which represent the work of the construction
vorkers themselves. Indeed, with the pame wOrk load of the con-
struction organisation, 1ﬂwsmtwbomldhompror¢—n¢r
thm:atdmequwwhmm. Other ex~
Mm,mmmwdmt, mrohtdtothcmk
dthmtrmv&hrsbmmcmmﬂlaﬁhlmﬁ
Mdnctbc,-ndmnot, incl\ndinthemﬁaftheconmuc-

44on Lndustizy. mmmmmﬂitw involved in the
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training of cadres for a future enterprise, the luprovement of land
for construction purposes and several others listed under the

general title "other expenditures.”

As for the unfinished capital works, the principle of com-
puting the gross ocutput is the seme as in industry: only the ine

crement of unfinished capital works is included in the gross output.

Following is an axermple of determining the total volume of

the construction industry’s output.

The unfinished construction on the firsi of the year amounts
to 80 billiom rubles; 130 billion rubles’ worth of basic cepital is
to be introduced during the years unfinished construction by the
end of the year should amount to 90 billion rubles; the cost of the
equipment within the limits of the capital investments of the given
year is 45 billion rubles; and other expenditures amount to & bil-

lion rubles.

In this case the gross output would bes 130 billlon rubles,
representing the construction “commodity output,"” plus 10 billion
rubles of unfinished production increment (90-50), minus 45 billlon
rubles' worth of equipment and & billion rubies of "other expendi-

turess”

130 + (90 = 80) - (45 + 8) = 87 billion rubles.

What is the volume of capitel works during the given year?
It obviocusly amounts to

130 + 90 = 80 = 140 billion rubles.

If the cost of equipment and the other expenditures are ex-
cluded from that volume, we will get the cost of construction and

-131 -
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installation work:

140 -~ 5 - & = 87 billion aublec.

Thus the output of the constructicn inocustry, calculated by
the same method ac the grosz output of ‘the cother industries, coln-

cides with the voiume of constructlon and installation work.

The plunned output of the conctruction orgunizations actuelly
exceeds the volume of construction and installstion work since the
gpecisl construction orgenizations also do part of the capital re-
pair vork as well es certain types of work connected W th the major

operations of industrial and other enterprisen.

Thus the output of the construction industry, as expressed
in monetary terms, represents the volume of conctruction and in-
stallation work waich ic determined in the same manner as the oub-

put of tbe other industries.

In what way, then, is the output of the construction indus-
try co Qifferent as to be in a class by itselyr, apart from the rest
of the industry? The difference is entirely due to the fact that
the construction industry produces fixed capital, not circulating
capital. BEven the machine-building industry does not produce
ready-to-work basic capital. The machines carnot be put to practical
use before the appropriate buildings amd installations are ready
for them. This applies aven to transportation facilities, the
equiyment of the extructing industry, tractars and other types of
equigment which, though not subject to aspembly or inatallation,

cannot be exploited without depots, repair shops, gareges, roads,
etec.
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Thus even the Tiunished machines require additional soclal

labor before they can be turned into operating wasic capitel.

By putting up buildings and installations and lnstalling
equipment, the consbtruction industry creates the preconditionc for

converting the machines into productive basic capltal.

In addition to this buslc difference of the construction
industry, mention should be made also of its different character-

i{ptics in the field of production technology, namely:

The outpubt oi the construction industiry is utilized cn the
spotj Tollowing the compietion of a project, therefore, the construc-
tion process is shifted to another place while in all other indue-
tries it remains ¥ixed to the same place; the canatruction site is
gelected primeriiy bY the operational advantages of the fuvure
project and not by considerations of cost or convenicnee to the

congtruction organization;

conshructdon goes throwsh a very long production cycle often

extendin:, to o mmber of years;

in the great majority of cases construction is individuals
in every job eccount must be taken of the peculiarities of the con-
struction site, of the particular equipment to be inatalled in the

project, etc.

It should be borne in mind, however, that in the future,
Mmstmctimﬂmridmtmtmubymmofwm-
ammcmummmewmm,m
Mmmﬂfumdmnmmuumwamm-

CANCa.
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The planning of the construction industry, in all its aspects,
is subordinated to the prooliem of lmplesenting the construction and
instellation plan at the lowesat possible cost in working time, -

terial and financial resources.

The capital wvorks plan iz one of the most important partic
of the entire state plan; its implementation calls for enormous ex-

penditures or lebor, materiel, and fipancial resowrces.

To make the necessary provisions for the capital works plan
it is not enocugh to determine the volume of construction and in-
stallation work to ve performed for each ministry; it is also neces-
sary to determine the voluue of construction end installation work
each ministry should complete and the particular labor, material

and financial resources it needs for doing it.

The planning of the development of the construction industry
as & vhole comsistc in, first, the planning of construction work to
be assigued to the comstruction organizations, that is the industry's
own planning; second, the planning of govermment meesures designed
to ensure the further development and strengthening of the con-
struction industry and, primarily, its performance for such nomn-
construction organizations as the heavy industry, transportationm,

and the labor reserve system,

In socialist reproduction, the implementation of all these
tasks is closely interrelated. It is nevertheless methodologically
important to single out vhat is conrected with the mobiligation of

the regserves of a given industry, that is the constructiom industry;

the plan-specified assigmments of the other industries must, in this
connection. be cansidered as already defined and used as pertinent
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The plauning of the coastruction industry covers every aspect
of activity of the construction orgenizations. It is designed to
speed up the introduction of basic capital, assure & high quality
of the cammissioned projects, and the most cconcmical expenditure

of materials for constructiion purposes.

The CP and the Soviet Govermment heve always devoted much at-
tention to the development of the construction industry. The de=~

cision of the Council of People's Coumiscars oné the Centrai Comit-

tee of the All-Union KP (volsheviks) of 1I February 1936, "On im-

proving construction and making it cheaper"”; the declsion of the
Council of Ministers USSR of 9 Moy 1950; ‘On reducing the cost of
canstruction”; the declslon of the Central Committee of the CP U3CR
and the Council of Ministers USSR af 1§ August 1954, "On the de-
velopment of the production of ferroconcrete structural camponents
and parts for comstruction purposes"3 the decislon of the TsK XPSS
and the Council of Ministers USSR adopted on 23 August 1555, "On
measures designed to pramote the industrialization, higher quality,
and lower cost of proiuction”; and several other party and govern-
ment decisions are examples oi concrete leadership in improving

construction on the basis of higher technology.

In December 1954 the TsK KPSS and the Council of Ministers
USSR called an ~1l-Union conference of builders, architects, worke
ers of the construction materials industry, construction and road-
building machinery and of projects and scientific-research organiza-
tions. That comference produced the most valuable material for the

further improvement of the construction industiry.

The All-Union Couference of Builders in 195k adopted the

text of the following appesl to all constructiam industry vorkerss

-135-
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“Our chief problem is to shorten the conmstruction periods,
introduce new buildings and installations on time, reduce the cost

of construction ard improve its quality.”

The modern construction technique ani the enormous experilence
in capital construction amassed in the USSR make the successful

solution of that problem possible.

The shorteming of the canstruction periods is closely con-

nected with the reduction of construction cost.

Thus, for example, calculations show that the reduction of
the period of nine construction from 8 to 4 years makes it possible
to reduce the actual cost by =zvout 10%. Considering the prcsent
scale of mine construction, the totael annual econony would amount

to about one billion rubles.

The reduction of construction time 1is important also from
the point of view of the entire national econamy . The less time
4t takes to build an enterprise, the sooner it gets into operation
producing camodities for the pational economy and speeding up the
process of socialist reproduction as & whole. The possibﬂ.ities
for reducing comstruction periods, however, have not yet been fully

explored.

In the cosal industry, for example, mumndreds of new pits and
open-cut mines are under construction at the same time. The capacity
dtbnimecanilumodam\nllyiuuml‘tl.stnnﬂuwtu
that of the entire coal industry in Tsarist Russia. Construction,

bowever, is slovw. Inth.)hseovmlwuﬂuﬁm-mmtmdu

mnmm@hwsm,mmmmmumm.m

7<8 years, that is 2-3 times longer tian 4s poesible vith modern

- 136 =
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technology. The systemetic leg in mipe construction acts as a brake
on the development of the coal industry and the entire national
econamy. The reason for thet lies not only iu the unsatisfactory
planning of capital investments, the scattering of facilities, etc,

but also in the organization of construction work.

The experience of leading construction has served Lo reveal

enormous possibilities for reducing canstruction periods.

Thus the shaft-sinking brigades of the Stalin-shakhtoprokhodkea
trust, headed by Ivan Pilipenko an¢ Peter Gulyashov, not only mansge
to reduce the planned shaftesinking time but seek to reduce that
time still further. These brigades vegan the sinking of the Kalinin
mine shaft in January 1955. Its full depth is 457 m. According to
the plan, the sinking of such a shaft takes one year. The leading
mine workers introduced basic improvements in the organization of
shaft-sinking. They improved the water-punping process, mechanized
the process of earth-loading from the bucket hoists onto dump trucks
with the use of pneumatic shut-off devices, improved the lighting
and sigpal system in the shaft and, what is most ixmportant, com-
bined severel operations to be performed simultaneocusly. The water-
pumping operetion was particularly successful. A wvater-retaining
ring was installed underneath the vater-bearing soil of the mine;
frmthtrmgthcnwvaammwthcsurfmbymchlmur
boists or air 1ifts. This simple automatic equipment worked vith-
out a break. Mumnttlonurmutommmt
1tmbor-avodﬂthbw:matmvithth-tn-. As & re-

sult, the amnual shaft-sinking plan at the Kalinin mine wves com-

pleted in & months!
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The brigades headed by comrades Pilipenko and Gulyashov have
already topped the highest ghaft-sinking indexes in the world. The
highest speed of shaft-sinking vas attained by the British in 195k
1n the Merris-Spruit mine in South Africa. The shaft of that mine,
308 m desp, was sunk at a speed of 182 linear m per month. The
shaft workers of Pllipenko's brigede and the timberers of Gulyashov's

brigade produced over 200 linear m of finished shaft in March!

Experience has shown the great poasibilities for reducing

construction periods in all branches of the national econany.

I+ is possible to build a machine-building plant within a
short period. The Yuzhpromstroy trust, for example, built a large

industrial enterprise in 150 days.

It was proved that a furnace can be built in 7-8 or even 5«6
months. On 12 April 1955 the second furnace was blown in at the
Stalin metallurgical plant in Rustavi. The furnace had been built
in 9 months. Observing the technological rules of construction,
which were based on & combined chart, made it possible to complete
the furnace so scon. The Dneprodzerzhinsk workers built a furnace
in 8 months. Wiat accounts for their success?! First of all, the
observance of the high-speed construction principle: thorough and
well thought out preparations, prefabricated structural components,
a high mechanization level, ihe combination of labor processes, and

the concentration of effort and facilities on the major targets.

Tbupﬁmdmwgmnmmtthmm
mmaunm-ramwmwma-s
ﬁﬂaulﬂguwlﬁmmpm,mdmmmmtm-

struction to last 6-7 years, as is aften the case, at a time vhen
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under better managemert such planis could go inio production 1 1/2-2

years after thelr construction began.

The encrmous possibilities for increasing construction speed
are revealed by the figures on the work done by Glavmosstroy in
19543 that work was achieved by the large-scale application of in-

dustriael construction methods.

It takes 8-l0 months to build ar B-story apartment house in
Moscow. Thirteen 5-story hotels were built in 8 months. A S-stoxy
school bullding made of large blocks is built in 4 months; etc.
The use of finished menufactures 1n trimming and finishing work
plays an important part in the development of industrial construce
tion methods. The use of dry trimming methods is constantly in-
creasing. These methods accounted for 85% of the total volume of

trimming work in 1953. The use of these methods reduces labor con-

sumption to 1/3 or 1/1!, shortens the time required to build houses

and cultural buildings, and facilitates the solution of the probv-
lem of year long construction work. The mechanization of painte
ing operations, it is true, has not reached the planned level, but
painting was 615 mechanized as far back as 1954. The average labor
used in comstruction work in 195h, 1.4 man-days per one cu m of

building, has been reduced by 26% in the past 3 years.

The planning of the constructicn industry is called upon to
contribute to the widest possible popularisation of advanced con-

struction methods.

The major objectives pursued by the planning of the comnstruce
tion industry arel mmmammxmmwtmm

performed by the different ainistries; technical progress in the
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industrialization of construction; improved utilization of construce
ticn machines and meterisls; higher labor productivity in construc-

tions end lower cost of construction and installation work.

1. The Volume of Construction-Installation work per Ministries

The volume of construction-installation work per ministriee
is the basic and decisive part of the plan for the development of

the construction industry.

In the state plan, the volume of comstruction-installation
work is distributed among the contracting organizations and the
clients. Thus every contracting organization gets its assignment
for both the total volume of construction and installation work
and the amount of work to be performed for each client separately.
Agreements between the contractors and the clients are concluded

on the basis of that plan. These agreements control the mutual

relations between the contractors and the clients during ithe imple-

mentation of the state plan.

It should be pointed out that the client ministry is re-
sponsible to the government for fulfilling the capital works plan
approved for that particular ministry. This forces the cliemt to
keep an eye on the contractor's performance on the agreement and
take the necessary measures to improve the work of the construction

organizations and, if necesssry, to apply financial sanctions.

In the national econcmy plan the responsibility for imple-
wenting the construction and installation vork is fixed at the
ministry and department levels. However the carrect distribution
of the total volume of construction and installation work must take

into account the capacities of the varicus comstruction organiszations

- 180 -
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included in those ministries, the possibilities for improving their

equipment, increasing their labor output, etc.

The volume of work to be performed by the construction minis-

tries is also distributed according to the above-limit construction

projects. If the title list shows what particular organizations

have been assigned to build the various projects for a particulaer
title list-holding minictry, then the list of projects to be erected
by the construction minisiry shows the distributisn of the total
work volume, t0 be carried out by the organizations of the comstruc=

tion ministry, beween the clients and the construction projects.

2. Technical Progress and the Industrialization of the Construction

The expansion and improvement of construction work om the
basis of advanced technology are designed to encourage the canstruc-
tion industry's active participetion in the effort to achieve the

maximum satisfaction of soclety's needs.

The introduction of new machinery an.. consiruction technology
is contingent upon the successful development of heavy industry as
a whole, particularly or its branches directly responsible for pro-
viding the material suppl' es for the canstruction industrys the
ferrous metallurgical industry, comstruction and road machine-build-
ing, the production of structural components and parts, and the pro-
duction of vooden and mineral construction materials.

The national econamic plan provides for the all-round de-
velopment of the industries contributing to the improvement of cone
struction by industrialising it.

"The decisive precondition for the tasic improvement in comn-
struction work is the further industrialisation of comstruction,”

-1k -
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N. S. Khrrushchev told the #ll-Union Builders' Conference in Decem~

ber 1954.

The comstruction industry needs increasing quantities of the
latest types of construction machines and mechanisms to cope with

the ever growing volume of construction and installation work.

In the first % years of the Fifih Five-Year Plan the btasic
capital of the construction organizations was increased 1.5 times,
5L

excavators 2.5 times, heavy-duty scrapers L. times, bulldozers

3.4 times, and caterpillar, tower, truck and reil cranes U4 times.

However ¢ further improvement is now required in the pro=~
duction oi construction machinery designed to solve the current
problems of labor mechanization and the large-scale introduction

of prefabiricated construction methods.

It should be emphasized that the various comstruction mecha-
nisms are functionally closely related to each other. The effi-
cient utilization of a powerful excavator, for example, largely
depends on the mechanization of other types of earth-moving wark:

earth removal, loading and unloading, ground leveling, cic.

The mechanization of the basic work processes is no laonger
a problem -- that problem was in the main solved by the end of the
Fourth Five-Year Plan. The present problem is the camplex mecha-

nization of the comstruction processes.

Certain successes have already been achieved in developing
complex mechanization. In 1953, 79% of the earth work and 69% of
the concrete work were performed by the complex mechanization method.
The construction machine-building industry, however, has so far
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fajled to provide the construction projects with the machines and
mechanisms required for the large-scale cauplex wmechanization of all

construction processes.

In transportation construction, for example, mwanual laboxr
st111 accounts for 10p of the road-bed work, 35% of the track-laying
work, and 50% of the road graveling. Particularly much merual labor
is still used for loading and unloading operations, trimuing, roci~

ing, and certain other jobs.

The mechanization of painting operations in construction is
gtill at a low level both in the USSR and the rest of the world.
But there are possibilities for mechanizing such vork. Thus, for
example, in the mechanization of plastering operations we are cat~

siderably ahead of the major capitalist countries.

Io several ceses the efficiency of the introduction of the

latest machinery is kept down by the inadequate cutput of less com-

plicated but badly needed machines for complex mechanization.
!

Only 36§ of the earth work hed been mechenized by the be-
ginning of the Fourth Five~-Year Pian. More than 850,000 workers
had been employed in manual earth-work operations. In 1953 the
mechanization level was raised to 90%. That made it possible to
reduce the number of workers engmedinearthvorkbysoo,om)and
double the wark volume at the same time. That problem was solved
by organizing the large-scale producticn of highly efficient ex-

cavatars, scrapers, bulldozers, graders, autamatic graders, etc.

The mechanization of small earth-wvork operations is required
to further develop constructicn industrialization. But the present
output of small excavatars with 0.25 m3 scoops is still imsdequete.
The production of excavators with 0.15 n3 scoope must also be crganised.
- 1lM3 =
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A very impcriant problem is the mechanizetion of loading and
unloading, transportatian and auxiliary operations. Of those opera-
tions 43% were mechenized in 1953. Increasing that volume 2-3 times
would mean the release of 700,000 workers for other jobs. The out=-

sut of pev equipment is now being organized with that ip mind.

It was pointed out at the 1954 builders’ conference that we
8till do no% have the simplest types of temping machines for tanmping
the ground under crowded conditioms. Nor do we have any of the
urgently needed machines for processing and loosening Frozen soil
and for unloading cement and other free-flowing materiels under
construction conditions. There is a shortage of mechanisms for
Tinishing operations. Quite inadequate also i1s the output of
various devices for highly efficient machines which would widen
the scope of operations and improve the utilization or those ma-
chines. There is little production of clamping devices for cranes
designed to l1ift various types or Ireight, and special scoops for

excavators.

The decision adopted by the TsK KPSS and the Council of
Ministers USSR on 23 August 1955, outlined a program of increasing
the existing pool of construction machines end mechanisms and aof =
more rational utiligation of the available machinery. The problem
facing the builders in this connectiom is to reise the average com-
Plex mechanization level for the camstruction industry in 1957 to

90% of the earth work, 85% of the stone-crushing work, up to 95% of

the assembling of ferroconcrete and steel structwral caxponents,
and up to 70% of the loading and unloading cperations.

The cwrrent problem, in addition to complex mechanization,
is to replace cusolste construction machines by nev cnes. This
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calls for the designing and production of new machines adaptable
to the latest comstruction methods. Perticularly important is the
introduction of new machines that would enable us to use new and

better censtructlon materials and factoryemade structural components

and parts.

In additlion ©o heavy modern construction machines, the plans
should also provide for the large-~scale introduction of so-called
ninor mechanization (containers, simple devices, improved tools,
etc). The machine-building industry still refrains from supplying

the construction industry with minor mechanization facilities.

One reason for the slow introduction of new construction ma-
chinery 1s the unsatisfactory work by scientific-research organiza-

tions.

The TeK KPSS and the Council of Ministers USSR outlined com-
crete prooiems for the scientific-research organizations and charted

the course of their futwre work.

An academy of constructior awnd architecture USSR has been
opened under the State Camittee of the Council of Ministers USSR
for Construction to elaborate the important scilentific problems in
construction and architecture and coordinate the scientific work
done by scientific organizations and higher institutions of leerning.

The construction organizations' requirements of more machinery
are determined on the basis of every differemt type of machine by
the following basic considerations: the volume of construction and

installation work (in physical terms) performed by the particular

type of machines the output of one machine per wark shift; the num-
ber of machine-shifts required for the total volume of work; the

- 1A5 -
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number of machine-work shiftg DPer year; the &verage annual number
of machines.

The establishment of well-founded progressive annual output
rates per machine i1s the central pProblex to bve solved 4in connection

with a marticular type of construction equipment,

This also raises the problem of selecting the desired machine
for a particular tyve of work, Rtar'.;h-moving operations are performed
by various types of excavators, hydrauljic excavatars, bulldozere,
scrapers, ang graders, Trensportation vark is carried out by
trucks or various capacity, dump trucks, dirferent types of cranes,

etc.

The problenm is to take full account of the requisiteg for

technical brogress, That Problem amounts tos

1. Ensuring the camplex mechanization of CSonstiruction work
and the replacement cf menuasl labor by mechines in all comnstruction

00050007-4
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deternmined by the comstruction organizations in their requisitioms
for equipment. Just like in the case of all departmental requisi-
tions for equipment, the central planning organs check to see,
firet, if the narms of exploitation of the existing machinery, on
which the requisitian is based, are not too low and, second, whether

allovances are made in the requisitions for possible technical

progress.

Drafted in couformity with the program of providing machinery
for construction purposes, the plan for developing the construction
industry specifiee the measures required for increacing the relative
share of mechanized construction, Iinciuding cosplex mechanization,

affecting various types of jobs and work processes.

Technical progress consists, further, in speeding up the
conversion to prefabricated construction methods which reflect a

high degree of construction industrialization.

The preceding chapter dealt with the problems of supplying
the comstruction industry with the structural components and parts
required for introducing prefabricated construction methods. But
the point under consideration is not only industry. Much depends
on the construction arganizations themselvesi they have not yet
used all avallable possibilities for introducing prefabricated

construction methods.

The major prerequisite for industrialiszing construction 1s
the expansion of the ocutput of prefabricated ferroconcrete and its

. - o s e e = 2
use in comstmuctica.

The tasks cutlined in the plan foar the development of the
construction industry must be based on the rapid conversion to

- 14T -

Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81-01043R001000050007-4



Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP81-01043R001000050007-4 Js

vy
N

progressive prefabricated construction methods. While the solution
of the problem connected with the Purthier mechanizetion of construc-
tion depends largely on the machine-building enterprises, the in-
provement of construction by the use of prefabricated structursl
components and parts, as vas proved by the experience of the lead-
ing workers, depends primarily on the comstruction organizations

themselves.

The decision of the TsK KPSS and the Council of Ministers

USSR "On the Pevelopwent of the Production of Prefabricated Ferro-

concrete Structural Components and Parts for Comstruction Purposes"

emphasizes that "the very unsatisfactory use of prefabricated ferro-
concrete structural components in industriel, housing and agricule
tural construction, as vell as the wrong use of metal and lumber,
are not caused by technical backwardness but by the inertness and

sluggishness of the planning organizatioms."

The use of the menifold (poligomniy) method of producing
standard ferroconcrete structural camponents, which can be done an

the comstruction site, bas been particularly inadequate.

Still more intolersble is the inadequate use of large brick
blocks. The situation in regard to the introduction of large brick
blocks is particularly an unhappy ane. Our Czech friends have al-
ready built enterprises for the productiomn of large brick blocks
vhich are successfully used in the comstruction of multistoried
buildings. And here, in the birthplace of that method, such con=-
struction has not been widely populariszed.

The large-ecale use of containers is very important for
achieving an economy in the use of bricks. But a nev step farward
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must now be made; that s to initlate the mass production of brick
blocks by tfe brick plants. That will enable us to economize not

only in the use of bricks but also in the expenditure of lazbor.

In line with the further technical progress in comstruction »
one of the most important problems comnected with the plan for the
development of the construction industry is devising welle-founded
neasures to improve the utilization of available wmachines and moe
terials in the constructiorn crganizationz. There are vast po3si-
bilitles in that field. These poscibilities should be taken iuto
account vhen determining the progressive utilizatlon noxms for vari-

ous types of equipuent and materials.

The problen of complex mechanization 1s conpected not only
with the future replacement of manual labor by machines but also
with the necessity of improving the exploitation of the powerful

machinery already available in construction.

Mechanisms and comstruction meterials are still kept idle

for lang periods in the comstruction industry. In the first 1/2

of 1954 the single-scoop excavators were idle 23% of their working
time, the scrapers 30%, and the tower cranes 24%.

The planning of production quotas on the basis of the output
per machine should be adjusted not to the average annual indicators,
vhich are frequently too low dGue to idle machinery, but to the ac=-
tual output per work shift achieved through the most efficient ex-
Ploitation of mschines and mechanisms. The reduction in the ex-
penditure of metal, lumber, and other materials in construction
mmougmwmmumummm
conatruction projects.
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3. The Improvement of ILabor Efficiency in Comstruction

The improvement of labor efficiency in construction is very
important for the national ecanomy. A large army of workers is en-
gaged in construction. The rate of basic capital reproductlon at

lower costs depends on the growing labor output in construction.

he output of labor in construction has been increased 3.5
times in the past 25 years. But the problems facing us now call
for such an expansion of basic capital as is possible only undexr

conditions of still higher labor efficiency in construcilon.

The Hineteentnh Congress made it obligatory to increase the
output of labor in construction in 1955 by 55% as compared to 1950.
But in 1954 the labor output wme only 32% above the 1950 level. Al-
though the supply of machinery and effective construction materials
and the improvement in planning depend primarily on industry, trans-
portation, and the planning organizations, the improvement of labor
efficiency and reduction in construction costs are determined largely
by the comstruction arganizatiions themselves. The plan contains
specific requirements for higher labar efficiency to be met by each
construction organization every year (in the natiopnel ecomamic plan
such requirements apply to ministries). These eassigmments take into
account not only the general measures specified in the plan but also
the reserves available in construction. The principal objective of

these assigmments are the progressive methods of canstruction wvork.

The rate of increasing laboxr output in comstructico, Just as
in the other branches of the national econamy, must be faster than
the average rate of growing weges. However in the first b years of
the Fifth Five-Year Plan the resl wages of workers and emplayees
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went up 37%, thereby exceeding the level envisaged for the entire

five-year plan, while the labor output in industry wes up 33% and

The incresse in workers' wages must be based on better or-
ganization of labor, the introduction of progressive construction

methods and on the higher qualifications of the workers.

The construction organizations are still slow in introducing
the well-tested methods of raising labor productivity. Thus, for
example, the package method of delivering bricks is preferable even
to the use of conteiners since the latter require tens of thousands
of tons of metal for their production. The package delivery method
mekes it possible to eliminate manual work in loading and unloading
operations. The transportation of wall-making materials in packages
placed on amall bottom plates is particularly important for construce-
tion in the villages. One bottom plate costs 25 rubles but a con-
tainer costs over 200 rubles. The lsbor involved in such deliveries

is reduced 20% and the total delivery cost by 17-20%.

So far, however, little attention has been paid to the intro-
duction of the package method of delivering bricks which would make
it possible to dispense with the labor of many thousands of workers
engaged in the loading and unloading of brick, slag blocks, etc.

The liquidation of the labor turnover also largely depends
on the construction organizations. The party and government devote
much attention to improving the housing and daily living conditiomns
of the construction workers. In the first b years of the Fifth Five-
Year Plan the permanent living quarters for the constructiocn workers
vere doubled. The cultural services for the comstruction vorkers
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are being improved. The measures adopted in this field, in ac-
cordance with the decision of 23 August 1955, provide striking
evidence of the party's and government's concern for the improving

the housing and living conditions of the construction workers.

The construction organizations themselves, hovever, do not
make satisfactory use of the available possibilities for improving

the 1life of the construction workers.

The planning of higher labor productivity cannot be adjusted
to the iow labor output at the construction sites where not nuchk
attention is paid to the workers' living conditions, their quali-
fications and the training of so=-called unskilled laborers, etc.

The plan indicators of the output per canstruction worker are based
on the progressive rates of working time utilization in the comstruc-
tion organizations vhich offer the best culturael and daily services
for the workers in sddition to the other measures designed to raise

labor productivity.

4. The Reduction in the Cost of Construction and Installation Work

Construction and 4nstallation work is approved in terms of
budgetary expenditures. The client also pays for such work accord-
ing to budgetary coets. The budget includes a certain amount of

profit fixed according to the existing regulations.

The reduction in the cost of construction and instellation
work, as campared wvith the budgetary cost, increases the profit of
the construction organizations Just as the reduced cost of the in-

dustrial cutput increases the profit of the {ndustrial enterprises.

Mpmnuedamtimintmwumtrmunmd

{nstallation work, however, bas one important characteristic. In
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the annual plen, the percentage of the reduction in the cost of
construction and installation vork is fixed not according to the
cost level of last year, but on the basis of the cost specified in

the budget. This is because of the changing nature of the work per-

(-]
formed by the seme comstruction organization in different years.

It is impessible to directly compare different types of con-
struction and installation work just as it is inmpossible to fix the
percentage of cost reduction for different types of industrial com=-
modities. Fraom the budgetary point of view, hovever, it is quite
possible to campare the cost reduction during the plan year with
that of last year since the economic content of the norms and prices

specified in the budget is similar in every part of the budget.

For example, if the cost of construction and installation
work last year was 7% less than the budget figure, and next year's
plan calls for & 10% reduction in cost, as compared with the budget,
it 1s possible to get & clear picture of the changing cost during

the year.

The directives of the Nineteenth Congress of the KPSS on the
Fifth Five-Year Plan call for a reduction in the cost of comstruc-
tion and installation work of at least 20% during the 5 years. The
shortcomings in the utilizatiom of materisl and labor resources in
construction as well as the shortcomings in planning and budget fix-
ing resulted in the failure to reduce the cost of construction and

installation operations as provided in the plan.

The reductions in the cost of construction vork camputed for
every construction organisation are combined into plan assignments

which are approved for the different ministries.
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It takes a detalled snalysis of the possibilities for reducing
every component element of cost before the percentage of the reduc-
tion in the cost of construction and installation work car be deter-

mined. These are the component elements:

1. The materials at prices including free delivery to con-
struction site. The reduction in the cost of this item is deter-
mined on the basie of the planned reduction of material expenditure
on different conmstruction elements and on the entire volume of con-

struction and installation work to be carried out by the ministry.

2. The base wages of the workers. These wages are calcu-
lated so as to facilitate the plan-specified faster increase in

labor productivity than the average wage increase.

3. The expenditures connected with the mechanization of

L. The services of auxiliary organizations and outside
services (steam, water and transportation in connection with earth-

moving work, etc).

5. Overhsad expenses. The latter includel administrative
costs, supplemental wages of workers, extra charges connected with
the payroll, communal expenditures involved in comnstruction, the
cost of guarding the comstruction premises, ol organized recruit-

ment of workers, etc. The overhead expemses in the budget account

for a definite percentage of all the other expenditures which con-

prise the so-called "direct expenditures.” The ratio between the
overhesd and direct expenditures in production, in percent, 1is
mmmmmm-mdnuduamurorrm
the 1imit of overheed expenses in the budgets. For installation
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work, the ratioc betweex the overhead expenses and the base wage
rete of the workers is used. The provisiocns in the plan for re-
ducing the overhead expenses, as compared with those indicated

in the budget, are based on the posslbility of speeding up cone

struction and improving the organization of work.

The measures now carried out to promote the industrializa~
tion of construction will substantlally reduce the cost of construc-
tion and instailation work. This was proved by the practice of the
leading construction orgenizations. Indicative in this connection

is the example cited at the builders conference in 1954 from the

experience of Kharkov trust No 66. By replacing the planned metal

carrier installations in onme of the machine-building shops under
construction by ferroconcrete installationms, the trust workers suce
ceeded in reducing the expenditure of metal from 105 to 45 kg per
square weter of floor space in the shop. Comstruction costs were

reduced by about one million rubles.

Calculating the reduction in the cost of constructlon and
{nstallation work on a national econcmic scale is quite complicated.
In planning a single construction organigation 1t is possible to
analyze the available figures in greater detail. It is, in particu-
lar, possible to avoid the shortcomings inherent in planning output
and material-expenditure norms based ocn cne million rubles' worth
of comstruction and installation work. It is possible to f£ix defi-
pite norms for different physical volumes of work with reference to
individual construction organisaticuns. Consequently the total per-
centags of the reluctiocn in constructicn cost can be altered au the

basis of the cazputations made for different orsanisations.
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Refiected in the approved quotas of cost reduction in con-
struction and installation work is the general aspect of the meas-
ures designed to produce an economy in the use of embodied and cur-

rent lavor in production.

The state work quotas for all the major aspects of the de-
velopment of the construction industry discuszed above are approved

4n the national econamic plan.

All these work quotas apply to the canstruction organizations
of both the construction and nonconstruction ministries. The capi-
tal construction quotas for the noncomstructicn ministries are spe-

cified in all sections of the plan.

To ensure the successful implementation of the state plans
for the development of the comstruction industry, it is first
necessary to inform the various construction organizations about
those plans on time. The failure to do so is one of the principal
reasons for the widespread setback in comstruction work in the

first quarter of the year.

The builders conference in 1954 emphasized that the setback
in construction in the firast quarter of the .ycnr , a8 compared with
the fourth quarter of last year, can and must be liquidated. To
achieve that aim, it 1s necessary to complete the coordination of
the title lista, the legalization of the financing operations, the
preparation of technical documentaticn, and the approval of plans
and the solution of other problems not later than 2-3 months before

the first of the year.

It has now been dscided that the annual capital construction

plans will be approved not later than 15 November 80 that they can
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ve made known at the construchion Ddroject before 1 December of the

year preceding the plan year.

Making the plan quotas knowvm on time should not under any
circumstances adversely affect the distribution of work quotas
among the various construction projects. The struggle agelnst the
practice of scattering funds Zn coagtructior calls for a well
thought-out distribution of quotas and funds among the various
construction projects designed to have the projects to be commis ~

sioned begin operations on schedule.

In several cuses ths ant ministries include additional
requirements for their projects under construction that are not
needed for commissioning the mentioned projects on t4ime. If, for
example, the cost of the basic equipment amounts to only 40-50% of
the total cost of the enterprise, as is oftcn the case, the im-
portance of concentrating on the completion of such an enterprise
without dispersing the available funds among secondary targets be-
comes cbvious. The artificial expansion of the projects to bs com=
missioned is conducive to a dispersal of effart, tends to delay the
cammissioning of the basic equipment and freeze the govermment's

large capital investments.

It 1s very important to effect & more even quarterly distri-
bution of the capital works. This is necessary for the proper ore
ganization of labor 4in constructicn, the elimination of labor turn-

over, and the systematic coummissioning of completed projects.

The pructice of the unsystematic introduction of new produce-

tive capacities, particularly the concentration on such introduc-

tmutmfmmdmm,mmmmmm.
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Thus in 1953 some of the new productive capacities in many branches
of beavy industry {for pig iron smelting, the production of tractors
and combines, for electric power planis, etc) were readied for ex-
ploitation in the fourth gquarter of the year vhile others were come-
pleted only 50-60% and over. Fifty percent of the living fioor-

space was completed in the fourth quarter.

The frequent changes made by the ministries and departinments
1n the title lists of the projects under construcilon are absolutely
intolerable. Close to 10,000 changes were made 1n the plans of vari-

ous construction projects in 1953 by 9 minisiries ulone.

According tc the decision of the TsK KPSS and the Council
of Ministers USSR of 23 August 1955, any changes in the conmstruc-
tion lists may be made only by agreement with the contracting con-

struction organization.

Familiarizing the construction organizations with the plans
means more than improving the distribution of the approved over-all
work quotas among the various vuildersj it also means the populari-
zation of the advanced work methods incorporated in the state-fixed
work quotas among the comstruction workers. The achievements of
the leading workers are not easily gained victories. They have tn
be fought for, and call for much creative effort. It 1s not enough
therefore to include the resultant indicators of the advanced con-
struction projects in the plan figures. All the construction work-
ers should be shown how the successes of the leading workers bave

been attained, and what difficulties they bad to surmount.

The propagation of the methods, ways and means employed by
the leading construction wvorkers is an organic part of the planning.
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It means practical work with pecple without which all plenned quotas,
no matter how well though out, will amount to no more than figures

on paper.

The development of the construction industry largely depends
on the orgenizationel improvement of the con struction orgenizations.
Technical progress and the industrialization of conetruction calls
for correcponding orgenizational changes in comstruction work. The
chief aims pursued by such changes are the enlargement and special=-

4zation of the comstruction organizatiane.

What we have recenily been witnessing, however, wus not an
expansion of the construction organizations out an increase in their
number and the creation of many weak construction organizations.

One third of the 7,500 contracting construction organizations avail-
able in the Soviet Union by the end of 1954 had an annual operation
volume not exceeding 5 million rubles. According to the 195:% frigures,

about 60% of all general construction organizations in 218 large

cities vere unable tc keepr even a emall excavator with a 0.5 m3

scoop working at full capacity.

Hepdicraft methods of work, resulting fram an excessive di-
vision of the work volume and a pultiplicity of small comstruc-
tion orgesnizations, have been noted frequently not only in the con-
struction carried out by the clients themselvus but also by the

contracting organizations.

The expansion of the construction organisations produces

positive results.

s £t the beginning of 1954 construction in Moscow was

deme by 132 organizations belonging to 35 different ministries and
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departments. To improve housing and civilian construction and
liquidate the practice of dispersing material and technicel re-
sources, the Glavmosstroy {(Main Moscow Construction Caombine) was
created in April 1954. It comsists of 56 trusts and 28 comstruc~
tion and installation administrations which had previously belonged

to 21 ministries and departments.

Created witnin the Glavmosstroy were 5 general-constxruction
territorial administrations and 2 specimlized administraticas (for
road and bridge building and underground installaticns). New truet
were also set up for foundation building (Fundementstroy), finish-
ing work and motor transportation and for the mechanization of
construction work. The Moscow City Executive Committee (Mosgor=-
ispolkom) drafted s 3-year plan for the distribution of housing
and cultural construction projects. The enlargement and specinliza~-
tion of the comstruction organizations and their distribution by
districts produced positive results as far back as 1954. The in-
troduction of additional living floor-space bhas been sharply in-
creased and the efficiency of the Moscow construction workers con-

siderably improved.

After the All-Union builders conference, the Yuzrhuraltyazh-
stroy (the South Urel heavy industry construction trust) adopted
meagures to expand its organizations. The trust is engaged in in-
dustrial and civilian construction in several cities. Before the
end of 195k it comprised 9 comstruction and installation administra-
tions. They were later combined into 6 administrations vith an an-

nual construction capacity of 15 to 35 mfillion rudbles each.

The comsolidated administration, including the Chialov and
Sol'-Iletskaye administrations, carried out considerably more work
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than during the corresponding period last year. The first quarterly
plan of 1955 was overfulfilled by 24%. The output rate has gone up

37.2%, as compared with last year, and no losses have been sustained.

Specialization by sectors and the adoption of assembly-line
construction methods have created more favorable conditions for the
proper utilization of workers and for raising their output. £11 the

work on the specialized sectiors i1s now carried out by complex brigades.

"We must teke & course towerd a decisive expansion of the
construction organizations. Without 1it, any industrialization of
construction would be out of the question ," N. S. Kurushchev told

the builders conference in 195k.

The further strengthening of the construction organizations
calls for a smooth organization of the work according to rigid tech-
pical regulations. But not all the comstruction organizations have
as yet adopted rigid technical regulation governing condtruction

work.

The great possibilities for perfecting construction work, in-
herent in the application of such regulations, have been revealed
by the experience of several canstruction organisatians. Thus the
Odessa conatruction trust, following the example of the Zaporozh-
stroy trust, has been strictly observing all the technological regu-
lations in its housing construction since 1952. Following the in-
troduction of the regulations, the vorking time spent per cne mil-
14on rubles' worth of mnm&mvwkmmmuaa
tbe trust was reduced by 2,176 man-days. Before the introduction
of such regulatious, mm«mmmuw

mmwmws-&i,mnunaaimmbmmm.

Buquutydthemmmmomw.
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Very much of the construction and installation work consists
of transportation operaticms. The improvement of transportation
in comstruction is very urgent since considerable overexpenditures
have been incarred by the irrational organization of freight haul-
ing. The tried and tested method of centralizing the transporta-
tion of comstruction materials should be adopted on a large scale

with a view to reducing transportation coets.

Here 1s one of the examples told by Kuznetsk shaft-sinking

miners:

"Phe work of the Kugnetsk shaft-sinkere is greatly hindered
by the slow removal of the earthk from the shaft to the dumping
place, and the poor supply of materials, particularly concrete,

for building permanent pPIroOps.

"In the Donets Busin truck drivers are paid for every cublc
meter of scil they remove. Four trucks are usually essigned to
service the shaft, and a fifth is Xept in reserve. Idle facilities

are a rare phenamenon.

"Only ome 3=t dump truck is assigned to the Kuznetsk mine
shaft. Thadrivera&reinnohnrrytorctumfrmthdrmuins
tdp,mwdtmavmwmdmmtmm
not more than 10-12. A similar situation exists in the delivery of
construction materials. Occasionally, when patiience runs out, yosu
gowtothemmﬂmmdnpﬂmdthedrlnrforunﬂenﬂninsth.
work. But he has no incentive to hurry. The drivers of the motor
mmrummmmmmam'm-
W-l'“mﬂdbytthtm.Mmkw
not” (Siroitel'saye Gagets [Constructicn Gesette/, 29 April 1955).
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Wage-leveling, spap estimates of work, the wrong payment of
weges, etc, are still practiced in some construction sites. The
measures now taken to streamline the system of work quotes and wages
in construction (see Chapter IV) will create the necessary condi-
tions for the final elimination of all sorts of violations of the
socialist principle of payment according to the quantity and quality

of the work.

The display of experimental models of several construction
projects will help strengthen the comstruction organizations from

an organizational point of viev.

The Ministry of Construction USSR will display experimental
models of 6 industrial an: 4 apartment buildings in 1955. By pre-
paring the sites for its experimental comstruction, the ministry is
pursuing the aim of a thorough study of the industrial comstruction
methads, on one hand, and the popularization of such methods, on
the other. The blueprints of the buildings and the plans of con=-
struction organization fix the expenditure of labor at 0.6-0.7 man-
days per one cubic meter of building space, and the prefabrication
factor (koeffitsient abornosti) at 0.55-0.65; for apartment build-
ings the figures are 0.75 and 0.70 respectively. The comstruction
of 10 experimental enterprises for display purposes was carried out
in 1955 by the Ministry for the Comstruction of Enterprises of the
Netallurgical and Chemical Industry. They comsist of 5 industrial
shops and 5 dwelling houses.

The Ministry of Transport Comstruction USSR s building 10
experimental engineering installations, industrial and dwelling
buildings in 1955.
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Model comstruction or, more properly, the assembly of pro-
duction shops, houses, schools, hospitals and machine-tractor sta-
tions is now under way on almost 200 construction sites. The con-
struction of experimental project models represents arn important
stage in the progress towerd the mass industrielization of comstruc-
tion. A new permanent All-Union exhibition of comstruction and
architecture will be built in Moscow in 1956-1958 with a view to
demonstrating the achievements in construction technique, archi-
tecture, and the production of comstruction materials, and popu-

larizing and introducing advanced experience.

The assumption made in Chapter III was that all the neces-
sary facts and figures for the selection of the desired construction
projects, to be entered into the title lists, were available. The
provision of all the necessary facts and figures for the capital
works plan, however, is itself an independemt, very important, and
camplicated problem. Indeed, if a sufficient number of project
designs, financisl and budgetary calculastions ana technical projects
and estimates are to be available before the plan is drafted, they
must be prepared beforehand in every detail to meet the plan's re-
quirements. Worthless and unnecessary projectc that cannot be
utilized, on the other hand, should not be included. More than
that, even suitable projects that may not be needed in the next
few years should be kept down to a minimum figure. Project plan-~
ning requires large funds. We must see to it that such funds are
not spent unnecessarily or long before the need for the projects
may arise. This is all the more important since projects planned
for future construction may repidly became ocbeolete and lag behind
technical progress. All that means that project planning itself
must be carried ocut according to plac.

-m-
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Project plamming is divided intos

(a) the planning of projects tc be built durdng u ziven year.
These plans provide for the preparation of technical prgjects, bud-
gets and blueprints of the items to be included in the title list
for the came year. In some cases, if the item is included in the
title 1ist without the preliminary facts and figures, nprovisions are

made for appropriate project tasksg

(b) the planning of projects to be comstructed in future
years. According to these plans all the necessary facts end figures
are coupiled during the cwrrent year for the comstruction projects

to be started within the next one, 2 or 3 years.

Woat is the plan of future comstruction work based an? Ob-
viously, the least such a plaﬁ can be based on is the general per-
spective of capital works development in the next years. As has
been pointed ocut before, even the annual capital works plan cannot
fully conform to the requirements of the national econamic plan with-
out determining the perspectives of the entire economy of the country

far enough in advance.

The objective characteristics of the reproduction of basic
capital urgently demand the perspective plamning of the entire na-
tional econcmy not only for a 5eyear period but also, at least in
genexral ocutline, for i0-15 years into the future. Following are
the peculiar charecteristics of basic capital reproduction which
are reflected in the planning of capital workss

i. Besic capital remains in service for many yesrs. Thus
the plaming of capital works aleso includes, in genexrul outliine, a
pPlan for the future explodtction of projects to be comstructed in

-1$-
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conformity with the perspective requirements of the natiomal econamy.
The decisive element in this commection is the coordination of the
capital vorks plap with the balance-sheet of productive capacities
envisaged in the long-range perspectlve and based on perspective

technical progress.

2. The creation of basic capital, particularly of the mas-
sive type, takes a long time. The planning of capital works, there-
fore, also includes the planning of partial construction to be cam-
pleted by the end of given plan year; and such planning can Le done
only on the basis of scientificelly well-founded perspective plans
for the development of the entire national economy and its leading

branches.

3. Basic cepital is characterized by its individusl peculi-
arities. Every new item of basic capital -- not only in different
industries but also in the same indusiry -- has its own individual
charscteristics which shouid ve taken into account beforehand.

The further industrislization of construction and the conversion
to prefabricated production methods will bring about the steady
replacement of many unique projects by standardized and inter-

changeable projects.

The plan for preparing projects to be constructed in future
years tends to prolong the period of time for which perspective
plans of the development of the entire natianal econamy are to be

made vith the aid of basic indexes.

It vas pointed out at the bullders conferemce in 195k that
one of ths principel comditions for the praper crganisation of
project-planning was the drewing up of plans or so-called schemes
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for the territorial distribution of industries over & long period

of time, appraximately 5 years, and in some cases 10 years.

It may be added; in this conpection, that the territorial
distribution schemes themselves should be coordinated with each
other snd should therefore be based an the perspective development

of the national econamy as a whole.

The perspective plans of the developuent of the natiomal
econcry are of prime importance in that they can reflect the re-
quirements of the econamic laws of socialism in the annusl plans

of basic capital reproduction.

r
That does not mean, however, that the necessity for, and

value of, the perspective plans are determined solely by the planning
of basic capital reproduction. The necessity for reising the level
of perspective planning is also dictated by the need for a scien-
tific substantimtion of the expanded reproductics plan fram another
aspect, labor force, and trained specialists. The training of spe-
cialists is not done all at once nor in one year; it takes into
consideration the perspective utiligation of the cadres in the future.
Tosetuptherightprosramfmrtminingquan.ﬁedvorhrsandspe-
cialists, we must know where they will be required later, after a
mnbcrotyearn,andvhntthqwbealhdupmtodomdcrthe
conditions of advanced technology now introduced in all branches of

the mational economy.

The coordimation of & given object of capital investment
with the needs of the national economy for basic capital reproduce
mmwmmmqmny«mmm-pmmm
budgeting.
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A given volume of capital investwents in an enterprise under
construction, say 100 miilion rubles, as estimated in the budget,
may not take into account the possible increamse in productive cae-
pacity attainable by the econamical operations ana progressive ine

provements in construction envisaged in the project.

The better the constructicn methods applied to buildings and
instaliations, the wider the use of progressive industrial methods
of construction and the more advanced the equipment designed for
the enterprises under construction, the more productive capacity
and living floor space, ctc, can be obtained with the same voluse

of capltal investuents.

The improvement in project plenning is the best way of im-

proving the efficlency of capital investments.

Pointed out above were the requisites for selecting the
necessary items for inclusion in the title list of projects as-
sunmed 1o be perfect fro.. the viewpoint of capital investment ef-
ficiency. These prerequisites, applying io the process of planning
the capital investments for the projects under consideration, should
now be augmented by the requisites for the planning of the projects

themselves.
They comsist of the fallowing:

1. Assuring the highest possible level of econcmy in the
explaitation of the future enterprise, rosd, dwelling houses, etc.
This requires, first of all, that the comstruction of the object
under consideration be carried out in keeping vith the latest tech-
nology and with its perspective develogment.
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2. Assuring e maximum econamy in the labor, material, and
financial resources required for the comstruction of the planned

project and the highest possible speed of construction. That calls

for () eliminating any excesses in plarned projects and budgets,

excessive floor space in buildings and installations, inordinately
large sites and communicetion facillities on them, extravagant archi-
tecturel finish on buildings and installations and superfluous nume
vers of auxiliary and service buildings end installations, etc;

(o) selecting the bect materlals designed to develop prefabricated
methods of conastruction, and planning progressive expenditure norms
of materials, machine-days end labor required for the construction

of various elenments of the plannped buildings and installations.

Both of the mentioned prerequisites for planning must be
considered. The econceyy of the projects from the point of view of
construction should not be achieved at the expense of their quality,
durebility, or economical exploitation. The rapid development of
the heavy industry end the prospects for its further expansion make
it possible to concemtrate oo the best project models available in
the Soviet Unlocn and the rest of the worid. The econamy in con-
struction must supplement the economic exploitation of the planned

projects.

An asphalt road 1s cheaper to build than a concrete roed.
But, as N. S. Karushchev said, “an asphalt road is built for 10 years
wvhile & concrete road will last 100 years. We must concentrate on
tlndcvelomtofﬂucmmtinduﬂryﬂthaﬂﬂtobM@-
crete roads. Asthemhgson,mmnctrichawtottm
cheap constructior. nmcmmuwn,mtudw
mxwmww,ztmmmmhrwmww
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when it wes builit" (N. S. Khrushchev, O shirokom vnedrenii indus-

trial'n: metodov, uluchshenii kachestva 1 spizhenii stoimosti

stroitel 'stva, page 43).

The further improvement of construction on the basis of
advanced technology depends largely on the improvement of project

and budget plenning.

There is one planning (including research) worker for every
11 construction and installation workers in the USSR but the neces-
sary facts and figures are frequently very late in reaching the

construction sites, incomplete, and of poor quality.

In 1954 ebout 40% of all the new above-limit construction
projects included in the title lists were not backed by the re-
quired plannfi.ng documents. The situation in 1955 is not much better.
A check on 95 construction projects of the ferrous metallurgical
industry made by the industrial benk of the USSR disclosed that o7h
construction items in those projects had not been backed by ap-

proved plans and budget estimates.

Apd yet it is known that to prepare a well-substantiated
requisition for material and techknical supplies for next year's
operations and construction blueprints, the builders must have a
well-defined plan ready for June-July of the preceding year and
the required technical documentation covering the operatioms of

the plan year, by July-August.

Project plamning on & national econcuy or ministry scale is
called upon to end the practice of planless and budgetless construc-
ticu. The systematic nature, rhytlm, and accuracy stem from the
corresponding characteristics of the project and buiget documente-
tion required for both the title list and actuml coustructiom work.
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The prerequisites for project planning can be met more fully

under conditions of stendard project planning.

The large-scale development of duplicate and standard-project

construction offers enormous possibilities for economizing on a na-~

tional scale both in project planning snd in construction.

The problem due for solution now 1is the ’acbievement cf o
gharp increase in the relative share of stendard and duplicate pro-
Ject construction. The forced production of standardized and uni-
form structural components and parts is en ind;.spensable and ine-

tegral part of the entire process of industrializing construction.

There are 1,100 prodect-;planni.ng organizations in the USSR.

Of them 152 are partially employed in planning standardized projects.

In housing construction, about 604 of all houses are Dow
buili according to standardized plans. But that is st4ll not enough.
The situation in industrisl construction 1s much vorse. Only 12%
of the total volume of {ndustrial comstruction in 1953 was cerried
out according to standardized plans. The situation was not much
better in 1954. We must see to it that the bulk of industrial con-

struction is carried out under standardized plans within 2-3 years.

The quantity and nomenclature of available plans for stand-
mndmmmnmuwmuthmwmmuotm-
dustrial comstruction. But there are many possibilities for intro-
ducing duplicate apd standard-type projects on a large scale. The
plans for 600 individual production shops of the machine-building
industry drafted by the Giprotyasimash, the Giproavtotraktoroprom,
uﬂ.mrmwimvmmimdbyﬂtprot“vhichfm it pos-

-ulcwmzsmiuw-mtomsoommuumt
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adversely affecting the technological process or increasing the

cost af construction.

In their 23 August 1955 decision the TsK KPSS and the Coumcil
of Ministers USSR 1mid psrticulsr stress on that the interests of
construction industrislization call for better project plenning.
increasing standardizetion of project planning, and the use of
standard structural components and parts. It has been decided that,
beginning in 1956 (in the earthquake areas, in 1957), the comstruc-
tion of new houses, schools, gererul hospitals, children's institu-
tions, movie houses, clubs, stores, dining halls, bath houses,
laundries, rest homes, senatoris; end technical and trade schools
muet be carried out according to standardized plans. Nonstandard
projects will be allowed only in certain cases. The comstruction
of industrisl bulldings and installations, transportation and agri-
cultural projects, as specified in a speciml list, will also be

subject to standardized planning.

The introduction of the construction of standardized projects
wvill make it possible to change fram the present 3-etage method of
planning to a 2-gtage method without any technical project plan ar
budget. This is of no little importance for the comstruction busi-
ness. For example, the project specifications foar an electric power
plant could be reduced by 1,800 pages of text and %30 blueprint
sheets under the 2-gtage project-planning method. The planning
time and costs of such specifications could be reducsd asccadingly.

One of the biggest shortcomings is the low guality of project
and budget planning. This drawback was sharply criticised by the
All-Union builders conference.
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Until recemtly, the poor quality of project and budget plan-
ning was due to the fact that obsolete and exaggerated standard
specifications had 4G ve used for such planning. The standaxd norms
and regulations (SN and R) introduced om 1 January 1955, reflect
the latest technical policy of the CP and government on construction.
The construction norms and regulations are divided into L parts:

part I, construction materials, gtructural components and paxrts}

(part II, standards ol construction planning; part ITI, regulatiocns

governing copnstruction and acceptence of f£inished comstruction jobs}

and part IV, budgetary appropriastion nomms for camstruction work.

The budgetary norms indicated in Part IV have been worked
out to replace the now obsolete handbooks of expanded norms pub-
1ished during 1935-1945 and used uxntil recently. To get an idee
of how far comstruction technology hes advanced, suffice it to point
out that about 1/2 of the budgetary norms have been replaced by new
ones since they apply to construction designs not envisaged in re-

cent handbooke of expanded budgetary noxms.

The nev budgetary norms are used for calculating uniform unit
costs for different areas and determining general budgetary cost in-
dexes (per aue cubic meter of building space, one kilometer of road,

atc).

All that creates exceptiomally favorable conditioms for rais-
mthalewlnndincrﬂlinsthespo‘dofprodectplmm,w
mm&tydtmphmundb\dsm, mmmmmmd
mkaﬂnnawtmwmmmtm, and enbancing
mmumwmsnmmumuudm
plans.
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The plan for the development of the construction industry
is not mexrely a plan for the distribution of construction and in-
stallation work among the builderse. It exerts an active recipro-

cal influence on the planning of capital works, namely:

1, The capitel works pien must be Turther elaborsted and
corrected should the actual possibilities for the development of
the comstruction Industry durdag the plen period Lurn out differ-
ent than those required to secure the plammed volume and structure

of the capital investments.

2. The progressive changes envisaged in the construction and
allied industries may force a revision of cexrtain cbsolete projects
and budgets and corresponding changes in the entire capital invest-

ments plan.

3. The plan for the long range development of the canstruce
tion over several years directly affects the planning oi constiuce

tion for futw'e years and, through it also, the capitaul works plans.

CHAPTER VI, PERFPORMARCE CONTROL
OF THE CAPITAL WOGRKS PLAN

Planning does not end but only begins with the drawing up of
a plan. Planning includes efifective control over the performance
of the plan and the struggle for its realization.

The performance control of the capital works plan has cer-
tain peculiar charscteristics. These stem from the fact that capi-
tal construction goes through a long production cycle. In most of
the industries it is, as a rule, possible to Judge plan realization
by current camsodity output. In construction, on the other and,

- 1Th -
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it is impossible to wait for the campietion of a particulax project
in order tc judge the work of the construction organization in view
of the lengthy production cycle usually lasting more than a year.
Besides, the nature of the work changes at the different stages of
the construction of the same project. Hence the need for a syste-
matic spot control over the performance of every constructiom or-
ganization engaged in the simultaneous construction of verious
projects. The average Pigures on the volume of investments, though
important for accounting purposes, are quite inadequate for Judging
the comstruction process. A concrete anelysis of the operestiocne on
the construction site is necessary for the prevention and timely

eliminetion of the shortcomings in construction.

The performance control of the capital works plan must take
into account all the quantitative and qualitative indexes applying
to the volume and nature of the operationsy the introduction of new
projects, the reducticn: of material expenditures per unit of work;
the implementation of the plan for higher labor productivity, lower
construction cost and the plan foxr securing the necessary material

and technical supplies.

The control over the implementation of the plan focuses spe-
cial attention on the projects to be camissioned. Effective control
over the timely comuissioning of campleted projects encourages a bet-
ter organization of all the plan-epecified work and the concentratian
of facilities on projects that can be turred from potential into
productive basic capital 4in the shortest possible time.

Ror should the creatiom of a standby materisl stockpile in
corstruction be left out of control. The problem is to coordinate

the $ntroduction of new basic capital with the planned volume of

- 1l75 =
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work on projects whose canstruction will continue into the next yeaxr.

This can be achieved only vy & smooth organization of work.

That is why the successful outcome of the control over the
plan depends largely on when such control was i{nitiated. The first
object of the control over the capital works plan 1s to ascertain
how soom the stete capital works plan wes distributed to the ninis-
tries, departments, and councils of ministers of the union republics
and to the various construction organizations. The rhythmic opera-
tions facilitating the fulfillment and overfulfillment of all the
quotes under the cepital works plan depend to a large extent on the
itemized lists of construction cbjects, on the proper priority order
of work and material expenditure and on the elimination of delays

in construction.

Thus the Ministry of the Tumber Industry USSR fixed the annual

volume of the capital works plan for most of its construction pro-

Jects at only 5-]27‘ of the comstruction budget. This prolonged the

construciion of industrial logging camps to 8-15 years instead of
the l-3 years required to camplete those enterprises. If the control
of that ministry's capital works plan begen with the distribution
of facilities among the logging camps under construction, instead
of the results of the annual operations carried out by the construc-
tion organisations, such nismapagement would have been corrected

long &go.

Effective control over the tmplementation of the capital works
plan is facilitated by the monthly operatians plans of the comstruce
tion administratiouns. These plans are worked out according to in-
mtial-frmthetmtnndtreamvﬁbyth-. The state capl-

hlmksplmiaexmuedhcmmtetmsinmmplm.
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Control over the implementation of the monthly plan therefore amounts
to comirolling the entire state plan as it applies to a pariicular

construciion organization and a particular month.

The accounting and statistical system is adjusted to the
system of ennual plens with their quarterly breakdowns end to the
operaetional quarterly and monthly plans. The ministries and planuning
organizations of the unian republics and the central state plannirg
organizations are able to Judge the implementation of state quotas

by the total figures coatained in statements of operationse.

The efiective control over the implementotion of the plan,
however, cclls for en anelysis of the reasonz for any departure

from the plan. The over-cll figures merely show a departure from

the plan and, at best, indicate only general reasons for it (for

example, the introduction of nev projects by such and such organiza-
tions 1o not being realized due to the faillure t0 receive such and

such equipment, etc).

General informetion is not enough to detemine what measures
should be taken. What is needed for that is additicual information
fro. the apot which cen help to ascertain the reasons for any de-~
partures from the plan. The best decisian, however, can be reached
only after a spot analysis, at the constructior project, of the
hindrences to the narmel construction process of any important pro-

Ject.

The purpose cﬁ’pmcmtrﬁlismotomtoluchm
mﬂnwawmmcmwummu
mmmmmu-mmmcmuwmm
and fulfill and overfulrill their conatruction plans. Progressive
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construction methods can be introduced omly after a thorough study
of the leading experience and the intexse arganizatiopal vork &t
the construction sitves designed to popularize advenced experience

and implement certain specific measures has been made.

It should be emphasized that under mcdern production condi-
tions the successful solution of the problem of speeding up comstruce
tion and reducing its cost can be achieved through a system of com-
plex nmeasures based on the peculiar features of & particular con-
struction project, construction labor force, aveileble machinery,

etc.

The excellent results achieved by the leading organizations
are due precisciy to their observance of a rigid regime in the or-
ganization of camstruction and a well thought out production chart

prepared in great detall for all their subdivisions.

This is what was reported in the press abvout the experience
of the Dzerzhinskiy trust which built and coamaissioned a powerful

furnace with all the numerous objects that go with it in 8 months.

All the comstruction work was supervised by a "staff" whose
chief, the head of the camplex brigades, was respousible for all
the work regardless of vhere and by what organigation it was per- -~
formed. Thus ths administretion of the entire vork complex was not
confined within the usual production-edminigtration fremework {con-
struction administretion, construction sector, etc). Subordinated
immediately to the "staff,” in the tecimological field, were all

the aperations: the general construction carried out by general
m;mmammwmmmm
cmmmwmm,mw,wmcum'-m

ganisations, that is, the mstallurgical enterpxises.
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The organization of work provided for the maximm supplies

of mechanisms and required comstruction materials te the construce

18, and the production charts provided for the co=-

ordination of the wosk of all construction and specialized orgeniza-
tions. Such coordination was maintained when the work was concen-
trated on the blast furnece itself and also when it was done oute

side the construction premises.

VWhen the preparations for construction were still under way,
a special priority chert for the production and delivery of the re=-
quired metal products was drawn up by the Dzerzhinskiy trust to-
gether with the supplier plants. Participating in the drawing up
of the consolidated chart were all the specialized orgenizations,
and that prevented any possible miscaliculationa, errors, and lack

of coordination.

Following their approval by the managing trust, the weekly
and daily production charts acquired the force of an immutable law
for all the participants in the blast fwrnace canstruction. Per=

formence control was exercised by a staff oi dispatchers.

Rew and progressive installation methods were used from the
very beginning of the construction. The metal parts were installed

only in the shape of large camponemts weighing up to 40 t.

Several changes designed to improve the production and in-
stallation of structuwral components were introduced by the builders
during thz work. The successful operstional chenges mede in the
project were largely facilitated by the permanent presence of the
chief snginesrs who halped to work ocut the various reticpalization
proposals and made the necessary correctians in the blusprints during
canetruction.
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All-purpose, cauplex, and self-supporting installation
brigades were organized on the construction site. Each ane of ‘ther;
was detailed to do a specific Job. For example, Kerpov's brigade
and 2 team leaders, Byl 'chenko and Dekopol’tsev, vere detalled to
assemble 1,410 t of structwral parts of the furnace itself. That
assigment was campleted in 75 days, and volume of vork amounted
to almost 3 million rubles. The lebor output was almost double

the normal rate.

Te disseminete such construction experience, 1t is not encugh
to possess anly general information about the achievements of a
leading construction organization. i system of exchanging experie
ence should be set up and measures designed to nake the slow con-
atruction projects catch up with the advanced onec should be adopted.
The successful operations on the comstruction sites depend also on
the utilization of a1l evailable possibilities for improving the

work of the construction organizations.

One importent aspect of the control over the capitel works
Plan is the control over the quaiity of the work performed by the
construction organizations.

mnmdmmwmtummmmm
vicious practice of accepting and camissioning unfinished and
poorly constructed objects. Those guilty of such violations wiil
be called to account.

mmummmurwm-mam
mumdmtmlbulﬂmhsbmww-lmtbe
Mtwmmmqu. Iflealplat.dm'ojocth
ntd'm,“iteamrertheusmm; if the rating is
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"excelient” the bonus is increassd by 254, A "satisfectory" rating

reduces the bonus by 25%.

An important part in the control over the implementation of
the capital works plan, in regard to the volume of operations and
reduction of comsrruction cost, is played by the special lang~-term
credit banks such as the Prambenk, Sel'khozbank, Torgbank, and Tse-
kombank. Through thelr local branches they exercise effective con-
trol over comstruction costsj ‘they have every possibility for exer-

cisirg control over the comstruction on the spot .

The KP and trade union organizations bear great responsibility
for the comstruction projects. The individual characteristics of
every comstruction project, the continucus changes in the nature
of the work made on the spot and the complications involved in co-
ordinating the work of various construction teams call for more and

better work with the masses, for organizing soclalist campetition

and exchanging experience.

The XP organizations head the mass movement oi the construce
tion workers for the timely fulfillment of their planned quotas and

help in disseminating the leading workers' experisnce.

Performsnce comtrol over the capital works plan includes the
careful collection and generalization of information on the neces-
sary changes in the organization of comstructiom, that 1s, the
necessary changes in the size, mmber, and location of the construc-
tion organiszations} on the neceasary changes in the systez of mutusl
mwmmmmu, construction organiza-

tions and financial organs, etc.
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The All-Union buillders comference in 1954 showed what great
difficulties had to be surmounted by the construction organizatians
on account of the unwieldy and complicated system of mutual rela-
tions between the construction organizetions and other economic or-
ganizations. In several cases the excessive complexity of the
mutusl relations between comstruction and other organizations makes

it more difficult to control the performance of the plan.

let us take the mutusl relations between the construction

organizations and the financial organs and banks, for example. The
system of account settlements between the construction organizationms
and their clients wi peyments

on a lerge numver of different price wits, sometimes numbering
2,000~3,000, is obviously obsolete. What kind of effective control
can any bank maintain under such a system of payments? And this at
a time when a system of account settlements on the basis of general

indicators has already been Introduced and it is Justifying itself.

Largely obsolete also is the credit system applied in con-
struction vhich makec the granting of credits cantingent upowm the
results of the financial and econamic operations connected with

construction.

The measures nov taken to streamline the plaming and fi-
nancing of construction and improving the organizational and tech-
nical management of construction ars designed to strengthem in every
way the system of self-supporting operstions of the comstruction or-
ganizations and to improve the methods of controlling the performance
of the oapital vorks plans.

The control over the performance of the current capital works
Plan also serves as a departure point for drufting the plan for the
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foliowing period. The figures obtained in the process of ccutrole
ling the capital warks plan, both genmeral figurzc and those apply-
ing to individual comstruction organizations and projects, are very
useful for substantiating every aspect of the capital works plen for

the next period.

The capital works plen is substantiated almost entirely by
progressive construction norms: progrescive utilization norms of
productive capacities (balance sheets of productive capacities and
equipment ); progressive utilization norms of materials (balance
sheets of metal, lumber, wall-making meterials, etc); and progressive
norms of labor utilization (balance sheet of labor forces}. Pro-
gressive output norms are those approximating the best results ale

ready attained by the leading workers in comstructions.

The informetion obtained in the course of the plan control
is important for drafting the next plan also because the latter 4is
usually drawn up long before the current plan is caapleted. Hence
the necessity of using the mentioned information for determining

the so-called "expected realization" of the current plan.

Finally, performance control of the plan is highly inmportant
for discovering the shartcomings in the Planning of capital works.
It shows vhere the blunders have been made in the plamming, and by
vhom. The information obtained during plan control also serves to

mthemhodoloncteqitalvornpmm.

All the planning, financial and statistical organs and KP
mdmhncmmummdutymtomcmm
mmxncmmlcmthmadtMapimmrm
on the construction sites.
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At the same time, the successful realization of the capital
investments plan calls for a systematic apalysis of the process of
its implementation in general terms, on a national economy scale.
The realization of the capital investments plan must be assured not
only by the efficient work of the copstruction organizatioums but
also by the timely delivery of all the required equipment and con-
struction materialsj by heavy industry's successful solutian of the
problems cannected with the technicsl progress in construction, and
by treining qualified construction cadres on time, etc. The early
discovery of the causes nindering the fulfillment of the capital
wvorks plan end disrupting the plen for basic cepital reproduction
is a problem calling for the performance control of the plan on a

national econamy scale.

The grandiose problems of cormunist construction facing the
Soviet people during the Sixth Five-Year Plan call for the speediest
elimination of the shortcamings in construction, capitel works plen-
ning, project planning, and in the system of financing the plan and

controlling how it is carried out.

Paralleling the further expansion of the entire national
econamy is the rising efficiency in planning the reproduction of

basic capital in the socialist pational economy of the USSR.
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